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ECONOMIC & SOCIAL AFFAIRS 


Banks Urged To Adopt World Standards in 
Banking Accounting 


944E0690A Moscow BIZNES I BANKI in Russian 
No 14, Mar 94 pp I, 2 


[Article by Doctor of Economic Sciences Z.G. Shirin- 
skaya, professor of the Finance Academy of the Russian 
Federation Government, under the rubric ““Commen- 
tary by a Specialist”: “On Banks’ Transition to Interna- 
tional Accounting Standards’’} 


[Text] A shortage of skilled banking personnel, an obso- 
lete chart of accounts, and the absence of a clear-cut 
regulatory base for the accounting and documentation of 
certain banking operations are problems that banks are 
encountering in the area of organization of accounting. A 
similar problem exists in methodological support for 
analysis of financial reports by banks. Under the new 
conditions, banking personnel should not only ensure 
that operations are reflected in accounts correctly, that is, 
that account-keeping is expert and professional, but also 
be capable of analyzing the financial reports they com- 
pile, thus participating in the management of the bank. 


The difficult financial conditions under which domestic 
commercial banks operate at present: the inflationary 
depreciation of credit resources and equity capital, the 
stringent, restrictive policy of the Central Bank geared 
toward the contraction of credit resources and limita- 
tions on credit outlays, a tax policy that is not conducive 
to the development of banking—all these factors are 
prompting banking personnel to search for new ways to 
“survive,” which in turn call for complex accounting 
solutions, choices, and substantiaticns of the patterns for 
registering operations which are new in principle in 
balance-sheet accounts. Among thein is documentation 
of direct correspondent accounts which make it possible 
to solve the problem of not only speeding up client 
settlements ut to a certain degree also those of inter- 
bank credit and the optimal centralized resource reser- 
vation. As a rule, these operations are combined with 
trust services to manage funds in clients’ settlement and 
current accounts. It is necessary for banking personnel to 
grasp the essence and economic advantages of new 
technologies and management patterns for resources, 
liquidity, and risk, and their professional registration in 
balance-sheet reports. Deficiencies in the regulatory base 
for resolving many technical issues in bank accounting 
are expressed, in particular, in the failure to develop a 
mechanism for writing off long-defaulted loans and to 
determine the timing of such write-offs or for registering 
the sources of write-offs on the balance sheet (credit risk 
funds or the account “Profits and losses,” as well as the 
schedule for accrual of interest on long-defaulted loans). 
It should also be kept in mind that banks are operating in 
an extremely difficult foreign economic environment 
with heightened risk. As a result, their credit portfolio is 
burdened by poor-quality credit. Credit personnel 
repeatedly prolongate poor-quality loans; they are not 
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docuinented on the relevant balance-sheet accounts for 
the registration of defaulted loans. Bank reports docu- 
menting credit risks are becoming less and less authentic 
in this regard; their quality is deteriorating. In a number 
of banks, accounting personnel abandon the existing 
favorable tradition to participate in the monitoring of 
timely repayment of loans, their prolongation, or their 
assignment to the account of defaulted loans. The 
accounting of time obligations off the balance sheet, 
which was previously commonly accepted by banks, 
largely facilitated the performance of this monitoring 
function; a number of banks have recently abandoned 
such accounting without justification. As a result, oper- 
ations to issue, repay, or prolong loans are concentrated 
in the hands of a narrow circle of individuals in credit 
directorates, which does not further the interests of 
either authentic reporting or bank security. 


Accounting in commercial banks should be uniform, and 
should comply with international standards. The Central 
Bank has been taking clearly inadequate measures to 
speed up the transition to international accounting stan- 
dards, to develop a banking infrastructure, and to ensure 
the security of document circulation. Perceiving tremen- 
dous financial losses due to the infiltration of forged 
advice notes, orders, checks, and so on into the circula- 
tion of documents, commercial banks are just beginning 
to engage in systematic work on comprehensive security, 
including computer security. In view of inadequate prep- 
arations and the absence of the necessary prerequisites 
for a transition to international accounting standards in 
commercial banks, two versions of proposals are being 
introduced: either incentives from the Central Bank for 
the voluntary assumption by the banks of obligations to 
switch to worldwide standards, or the use of just some of 
the standards used in world practice in the operations of 
domestic commercial banks. It appears that the latter 
noncomprehensive approach may entail unfavorable 
consequences. Thus, if reserves are not set aside in line 
with credit risk, the volume of reserves is understated, 
and simultaneously, accounting for defaulted loans is 
abandoned, and the loan obligations are practiced [as 
published] repeatedly and without substantiation, bank 
repor's will not reflect real credit risks, and the balance 
will cease to be authentic. 


The transition to international accounting standards by 
banks calls for producing, as soon as possible, a regula- 
tory document on the organization of accounting at 
commercial banks which would be in line with banking 
legislation in effect. “Accounting and Reporting Rules” 
approved in 1987 are clearly .bsolete and run counter to 
some of the laws of Russia, in particular, the Basic Civil 
Legislation, the Law “On Property in the Russian Fed- 
eration,” and the Law “On Banks and Banking.” 


The accounting rules provide the basis for the right of the 
Central Bank to debit funds from correspondent 
accounts of commercial banks without acceptance, 
which runs counter to the laws in question. According to 














2 RUSSIA 


legislation in effect, money can be debited from a corre- 
spondent bank account only on instructions from the 
bank itself or by decision of a people's court or arbitra- 
tion panel. The right to debit without acceptance is 
actually assigned by the Central Bank to other organiza- 
tions. In particular, in 1993 the Cash Union in Moscow 
enjoyed this right, which caused a strain on liquidity for 
many banks and ultimately resulted in large losses. 


As can be seen, implementation of the transition to 
international accounting standards by banks |.as begun 
under difficult conditions for their operations. However, 
the issue of the need to harmonize accounting also 
affects banks in conjunction with the appearance of their 
most successfully operating segment on the world market 
and the inclusion of Russia in the process of worldwide 
economic integration. At the end of 1993 commercial 
banks embarked, on an experimental basis, on drawing 
up new financial reports and switching to new 
accounting standards. The task of improving the quality 
of accounting and the authenticity and dependability of 
bank reporting should be accomplished simultaneously. 
Some of the main accounting principles highlighting 
world standards are outlined below. 


1. Continuity of operations. 


In keeping with this standard, rules for keeping 
accounting records do not change if a bank plans to 
continue its operations in the foreseeable future and is 
not slated for liquidation. In the event of the projected 
elimination of branches or the sale of an asset, reports 
should reflect the hidden loss that will occur if the sales 
value of the assets in question turns out to be less than 
the residual value. 


2. Fiscal year distribution. 


Implementation of this principle requires that the banks 
register proceeds and expenditures as they are made, 
regardless of the time of the actual receipt of funds. 
Implementation of this principle will necessitate opening 
and keeping a new balance-sheet account “Accumulated 
profit plus deferred expenditures.” The reporting of the 
bank should, as of 31 December, indicate and register in 
the above account the accruing interest proceeds for the 
entire reporting month or year (rather than for the status 
as of 20 December, as is the case now). In the process, the 
client continues to pay accrued interest once a month 
(for example, on the 20th day of each month). At the 
same time, the cumulative interest outlay, regardless of 
the time of payment of interest on deposits, should be 
reflected in the above account in correspondence with 
the profit and loss account. 


3. Prudence. 


The principle of prudence requires that the assets and 
liabilities of banks be appraised realistically, with a 
sufficient degree of prudence, in order not to carry 
already existing risk over into subsequent years. This is 
particularly topical for Russian banks because it induces 
them to project credit risk and stimulates the generation 
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of reserve funds that are adequate for the risk in terms of 
volume and timing. In 1994 this principle was accepted 
by the Central Bank, and its implementation in the 
practice of commercial banks was recommended. With a 
view to accounting for credit risk provisions, account 
No. 945, with the same name, shall be opened on the 
balance sheets of banks; a reserve is generated out of 
operating expenditures (it does not influence the size of 
the base of taxation). The initial experience of reserve 
fund generation by commercial banks has revealed two 
problems. These are the striving to understate credit risk 
and, correspondingly, the size of reserve funds. In turn, 
this is largely due to the procedure for the generation of 
the fund established by the Central Bank according to 
which the volume of taxes paid by banks is not reduced, 
but the incentive funds and the dividend on shares are 
diminished. As a result, the entire effort to set aside 
reserve funds with a view to protecting the banks agai.ist 
the possible late repayment of loans b, borrowers may 
turn out to be ineffective. Meanwhile, in international 
accounting, accounting entries for reserves of all types 
are made at the time the corresponding risks emerge, 
regardless of the availability or sufficiency of profits. 
According to international standards, profits cannot 
depend on tax policy, and tax rules should not influence 
accounting procedures for the operations of the bank. It 
should be taken into account that banks operate in a 
difficult economic environment, and that the bulk of the 
risk is associated precisely with economic instability. 
Under the circumstances, there are no adequate grounds 
for the recommendation of the Central Bank concerning 
the creation of credit risk reserves after determination of 
the base of taxation. Such reserves should be generated 
out of expenditures prior to determination of the base of 
taxation, in an amount in line with the risk. 


Implementation of other international accounting stan- 
dards, such as priority of content over form, constancy of 
accounting methods, openness (transparency), consoli- 
dation, and substantiveness will require great and 
serious effort and a high degree of professionalism on the 
part of accounting personnel. It is regrettable that the 
Central Bank refused to implement an international 
accounting standard proposed by the World Bank which 
requires that appropriate adjustments in reporting be 
made for the index of inflationary depreciation in the 
environment of hyperinflation (when the total rate of 
inflation in three years exceeds 100 percent). 


The transition to international accounting standards 
should be accompanied by drawing up new financial! 
reports. It includes a balance sheet drawn up on the basis 
of aggregated asset and liability items, an off-balance 
sheet report, and explanatory memorandums which 
should outline the bank’s analytical effort to classify the 
credit portfolio and determine reserves and to manage 
resources, risk, and proceeds. 


Loans (time and defaulted loans) should be presented in 
the balance-sheet report as a single, joint total. Proce- 
dures for accrual of interest on defaulted loans for a 
limited period of time (30 days) are established. This 
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gives banks the incentive to write off their balance sheets 
long-defaulted loans and paper proceeds (account 943 is 
overloaded with such proceeds at a number of banks) 
and thus makes it possible to make bank reports 
healthier and more authentic. In this reference, it is 
absolutely obvious that commercial banks need to speed 
up the process of transition to worldwide accounting 
standards which make it possible to obtain authentic 
financial reports and, therefore, improve the quality of 
bank management. 


Lack of Progress in Agricultural Reform 
Lamented 


Program Document Discussed, Ministerial 
Obstinancy Noted 


944K 1047A Moscow TRUD in Russian 22 Mar 94 p I 


[Article by Vasiliy Shchurov: “Without Rudder and 
Sails; When Will There be a Program for Agrarian 
Reform”’] 


[Text] A document expected for a long time and even with 
impatience fell into my hands a few days ago. The 
Ministry of Agriculture has submitted the draft Program 
of agrarian reform, which has been going on for three 
years already, to the Committee on Agricultural Policy of 
the Federation Council. 


The committee has invited to its parliamentary hearings 
forces which usually associate with one another in the 
language of ultimatums. It was intended to impartially 
listen to embers of the government, deputies of the 
agrarian {.u tion of the Duma, leaders of the “free farmers” 
and the “‘red landlords” and, having evaluated the posi- 
tions of the parties, to decide where and how to further 
move the agrarian reform forward. However, as should 
have been anticipated, the proximity in the hall of the 
ideological opponents did not at all bring them together. 


Representatives of the Ministry of Agriculture and the 
Russian Federation Committee on Land Resources and 
Land Management summed up the results of three years 
of reform. They produce a great impression in the sphere 
of the redistribution of “no man’s property.” Thus, 95 
percent of the agricultural lands have found owners— 
collective and private. Moreover, the former have 
remained in the minority: only 34 percent of the 
kolkhozes and sovkhozes have maintained their status. 
Most of the land and property has been divided on 
shares among the members of joint-stock companies and 
associations (tovarishchestvo) and transferred free of 
charge to individual farmers, horticulturists and gar- 
deners. That is, a mixed economic system has already 
returned to the village. Which, according to theory, 
presumes the competition of the producers and reason- 
able sustenance for you and I as a result. 


In practice, however, there hasn’t been an increase in 
produce from the redistribution of the kolkhozes. The 
production of plant-growing products continues to 
decrease, although at a slower rate than in industry. 
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During the three years farms have lost 15-20 percent of 
the cattle stock, which has slipped to the level of the '60s 
and °70s. In comparison with the pre-perestroyka period, 
deliveries of trucks to the village have dropped by a factor 
of five and those of combines and tractors by a factor of 
almost two. Last year arable land received two times less 
fertilizers than required, i.e., the land is losing fertility 
and we are squandering the grandchildren’s property. 


The parties (storona) have not found a common answer 
to the question that is traditional in such a situation— 
“Who is guilty?” The representatives of the agrarian 
faction of the Duma have traditionally accused the 
reformers of the breakdown of the kolkhozes and the 
hurried spreading of individual farming. No less tradi- 
tionally the representatives of the government have 
alluded to the errors of the previous Cabinet of Minis- 
ters, which fought against inflation at the expense of 
reducing state support of the village, and did not restrain 
the monopolists whose output increased in price three to 
five times more rapidly than grain, milk and meat. As a 
result both strong kolkhozes and individual farmers have 
found themselves bankrupt. 


There was even greater discord in forecasts. The aca- 
demic secretary of the Russian Agricultural Academy, 
Anatoliy Shutkov, has predicted a 10 percent reduction 
in production this year and transformation of Russia 
into a raw material appendage of the West in the near 
future. Deputy Vasiliy Starodubtsev has stated that 30 
million tonnes of grain less than usual will be gathered 
and that production on individual farms will drop by 15 
percent. The head of the Ministry of Agriculture, Viktor 
Khlystun, on the contrary, has stated that in the next few 
months not only will one manage to stop the fall but also 
to gradually raise production. Having made the proviso, 
it’s true, that to do this it is necessary to implement the 
decree on financial support of the agricultural industry 
and to adopt the Program of agrarian reform prepared by 
the Ministry of Agriculture. 


Don’t confuse this document with the not unknown food 
program. And not just because it is being proposed to 
raise the village this time by market measures— 
demonopolization of enterprises, privatization of pro- 
cessing, of land... In this draft of the Program of agrarian 
reform, which is designed for two years, there is not even 
a hint of a limit with respect to the harvests, milk yields, 
or volumes of construction which it is necessary to reach. 
The question is one of the general principles and direc- 
tions of the development of the agro-industrial complex 
and a policy of state protectionism. 


There are measures in the program long since promised 
and long since expected in the village. Let’s say, the 
proposal to introduce state regulation of the prices for the 
products of monopolist enterprises and for the peasants— 
guaranteed purchase prices for basic products. Or the 
introduction of a single land tax instead of the innumer- 
able assessments which now fleece the producers and in 
ne way stimulate the efficient utilization of the land. Or 
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the abandonment of the subsidization of food imports with 
the simultaneous repeal of all restrictions on the export of 
our own agricultural products. The question is when these 
measures will move from the sphere of drafts to real life. 


It’s to the point to remember that this version is the sixth 
in succession. The previous five drafts have been buried 
in an abyss of corrections and coordinations. We have 
already paid dearly for attempts to reform the village 
without thinking, by means of one-time decrees and 
edicts. Tatyana Vasilyeva, an independent farmer from 
Krasnodar Kray, has said frankly that privatization has 
become pilferage and has proposed the adoption of a law 
by which one would be able to confiscate land from false 
independent farmers, of whom tiiere are any number. It 
is no easier to correct the mistakes with the hasty 
privatization of processing enterprises built by kolkhoz 
and sovkhoz money. It is noted in the draft Program that 
the controlling bloc of shares in this case is to belong to 
the producers. However, time has been lost—many 
creameries and meat-packing plants have been priva- 
tized by city-dwellers and are dictating their own terms 
to the village... 


The program was prepared in today’s version as long ago 
as last year, but because of the obstinancy of the Ministry 
of Finance and the Ministry of Economics simply hasn't 
attained approval. According to Viktor Khlystun the 
intention is to consider the draft in the presidium of the 
government only in April. The Duma and the Federation 
Council will examine the document later still, and later 
still both houses must adopt a group of laws in elabora- 
tion... Given the polarity of the viewpoints towards 
reform on the part of the executive and legislative power 
there is no guarantee at all that the concept of agrarian 
reform will be legitimized in the next few months. 


Well, what of it you say? We lived three years without a 
program and we'll live some more. Perhaps so. Only in 
this case tomorrow the reformers are condemned to 
make yesterday's mistakes. While the peasant hasn't 
known and doesn’t know how much and what to sow. 
And whether to sow... 


Academician Boyev Criticizes Impact of Taxes 


944K 1047B Moscow ZEMLYA I LYUDI in Russian 
No 12, 25 Mar 94 p 2 


[Article by Academician V. Boyev, director of the All- 
Russian Scientific Research Agricultural Economics 
Institute: “Why Aren’t the Reforms Working?”] 


[Text] The profound crisis which is continuing in the 
agrarian sector is forcing many to think seriously about 
why the reforms being carried out in this sphere are not 
achieving their transforming purpose. What is the opinion 
on this score of agrarian scientists, first of all those who 
deal directly with problems of the reformation of economic 
relations in the village? Our correspondent, G. Vasilyev, 
has asked Academician of the Russian Agricultural 
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Academy and Director of the All-Russian Scientific 
Research Agricultural Economics Institute, V. Boyev, to 
share them. 


Serious tactical errors in conducting it were committed 
from the very beginning of the agrarian reform. In 
particular, this applies to the priorities chosen, including 
the support of entrepreneurship in the form of trader 
middlemen ahead of agricultural producers, private and 
petty forms of farm management ahead of large-scale, 
premature orientation on world prices to the detriment 
of the parity of prices for agricultural and industrial 
products. 


Disparagement of the role of state regulation has had an 
especially negative effect on matters in the agro-industrial 
complex. This has been the consequence of treating it like 
the forms of administrative influence on production, 
which is incompatible with market relationships. 


Of course, the market, by its very nature, is a self- 
regulating system in many respects. However, it not only 
doesn’t exclude but even presumes the need for state 
interference in order for it to invariably work for the 
strengthening and growth of the economy. Such an 
approach to the agro-industrial complex is determined 
by a number of objective reasons. Among them is the 
diversity of natural and climatic conditions in our 
country, given which it is important to create a system 
for protecting agricultural commodity producers and for 
insuring their activity. There is also the instability of 
prices and revenues in the agro-industrial complex, 
which depend both on natural factors and on market 
conditions. Moreover, a low degree of monopolization in 
agriculture and a high degree in the resource-supplying 
and service spheres is characteristic for Russia. 


The advisability of regulating the agro-industrial com- 
plex is confirmed also by the experience of countries 
with a market economy. Thus, in the USA, despite 
agriculture’s high technological level, the state pays price 
subsidies to the farmers, monitors the maintenance of 
price parity, and finances the development of agricul- 
tural science and the social infrastructure from the 
federal budget. Programs for the construction of roads 
and social infrastructure facilities in rural localities are 
implemented through the budgets of the states and 
municipalities. The activity of state services in the USA 
is directed to the creation of favorable conditions for the 
market management of agriculture and at the same time 
it permits the maintenance of an economically and 
socially acceptable level of prices for food and other 
commodities. 


Regulation of the agrarian sector in the countries of the 
EEC and other states is organized in a similar manner. 
Their experience attests to the fact that, as market 
relations develop, state regulation of the national 
economy not only doesn’t lose its significance but, on the 
contrary, becomes more complicated and is perfected. 
Rejection of it would mean rejection of the state itself. 
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However, the market is to be combined not with any 
means of external influence. As conversion to it pro- 
ceeds, fundamentally new methods of regulation must 
become predominant. Among them one should single 
out the program method. I’ neans the combination of 
mechanisms for the self-regulation of the agricultural 
market with the development and implementation of 
progranis for the functioning of the market and the 
development of the agro-industrial complex. The “‘plan- 
ning-programming budget development”’ systein intro- 
duced in the USA in the ’60s can s’ rve as an example of 
such regulation. Planning was interpreted in this case to 
mean determination of the long-range goals and of the 
ways to achieve them. An average period progiam for its 
achievement was developed for each of the goals. Bud- 
gets (annual plans of activity, determination of revenue 
sources and the distribution of resources) were calulated 
on the basis of the programs. 


Analogous systems operate with well-defined informa- 
tion in Japan, Korea and other countries. This is espe- 
cially characteristic for the stages of the fundamental 
structural reorganization of the economy. Objectively, 
such a process is also inevitable for Russia. 


At the same time the villagers expect from the state a 
price, finance and credit, and tax policy which would 
promote the stabilization and development of agrarian 
production. Today we observe the reverse image. The 
liberalization of prices, begun in 1992, has led to the 
drastic deterioration of the economic situation in the 
agrarian sector. This has occurred to no small degree 
because of the monopoly position of the enterprises which 
procure agricultural products and produce material- 
technical assets for the village. The gap in the growth rates 
of prices for industrial and agricultural products in 1993 
has increased to more than twice the 1990 level as a result. 


One of the reasons for the ineffectiveness of price policy 
is the imperfection of the system being used for moni- 
toring price parity. The result is the lack of an efficient 
system for restoring it. The entire tracking system comes 
down to the indexation of prices (more or less reliable 
and not always timely) and on this basis—to the subsi- 
dizing of the production of specific types of products. 
Forecasting of the price situation is essentially not being 
done. Hence the persistent miscalculations not only at 
the lowest but also at the highest level of the regulation of 
price relationships. 


In our opinion, it is important for the balanced develop- 
ment of the agro-industrial complex to achieve day- 
to-day tracking of the movement of prices for industrial 
goods and the products of agriculture and the processing 
industry, and of retail prices at the republic, regional, and 
local levels. As far as the monopolist enterprises of the 
resource-supplying sectors are concerned, then it is advis- 
able to set maximum (predelnyy) prices for them and to 
adjust them periodically, taking the increase in the cost of 
energy resources and the inflationary growth of wages, as 
well as changes in tax and credit policy, into account. 
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Under conditions of the absence of competition, the 
measure being proposed appears warranted. Of course, 
the situation when a price is established on the basis of 
free competition and neither an enterprise nor the state 
is able to increase or to reduce a price established on the 
basis of supply and demand is the best. If a commodity 
producer and wholesale and retail trade are in a position 
to arbitrarily increase a price, this is a sign not of market, 
but what is contrary to it, of the monopoly price-setting 
that we now observe. 


As a result the villager is not able to purchase agricultural 
machinery and to acquire even the necessary minimum 
of mineral fertilizers and other supplies. Such a situation 
has resulted in the significant growth in the labor inten- 
sity of the production operations being performed and in 
the prolongatiion of the periods for field work and in a 
great shortage of products. 


Serious errors have also been committed in financial 
policy. The existing system of state support is ineffective 
so far. It has not resolved the problems of stabilizing 
production, increasing the interest of commodity pro- 
ducers in augmenting food and raw material production 
and investment activity, and improving living condi- 
tions. The necessary stimuli for structural changes in the 
agro-industrial complex also have not been created. This 
is one of the reasons for the proposals recently advanced 
about the drastic curtailment or even termination of the 
financing of the agrarian sector, which would result in an 
even greater fall in agricultural production. As practice 
demonstrates, it is essential, especially in the period of 
the transition to the market, to strengthen financial 
support as one of the forms of state regulation of the 
agro-industrial complex and to impart to it a systems, 
goal-directed, and stimulating character. At the present 
time it should be linked, first of all, with overcoming the 
deficit of agricultural products and made available 
chiefly to those who guarantee the maintenance and, in 
the long run, the growth of production. 


The tax policy being followed also is not up to the tasks 
of stabilizing and developing the food market. Many of 
the taxes in use do not create an interest in expanding 
agricultural production and strengthening the village’s 
material-technical base. They are very burdensome for 
the peasants. That is why it is advisable in their interests 
and those of the consumers of agricultural products to 
decrease the weight of taxation. With this aim in view it 
would be proper, at least for the period of the formation 
of market relationships, to revoke the tax on the profit of 
agricultural enterprises regardless of the structure of the 
products and services being sold, and to approach the 
setting of transfers to the employment fund differen- 
tially, by not imposing them on farms experiencing a 
personnel shortage. 


Exemption from the tax on the profit of agricultural, 
agroservice, and processing enterprises which goes for 
reinvestment (capital investments, reconstruction, tech- 
nical retooling of production), as well as for the devel- 
opment of the social sphere, will help improve matters in 
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the agro-industrial complex. In order to interest the 
manufacturer of products for the village in selling their 
goods at prices no higher than the maximum (fixed), one 
should set a differentiated percentage of reduction of the 
rate of the profit tax depending on the physical volumes 
of production achieved. It is advisable to set a maximum 
profit rate, and to not impose a tax on the profit 
received, for new, highly efficient products over a period 
of two to three years from the moment of their being put 
into series production. 


The granting of privileges to enterprises and organiza- 
tions of other branches of the national economy who 
direct a portion of profit to the development of the 
agro-industrial complex would yield a considerable 
effect. This would help increase the inflow of capital into 
this sphere. There are also other suggestions with respect 
to rational taxation. They all are directed to creating 
favorable conditions for developing the agro-industrial 
complex and stabilizing the food market. Government 
regulation on the basis of well thought-out and effective 
utilization of price, financial, credit, tax, and other 
economic control levers should be subordinated pre- 
cisely to this. 
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[Text] 


Prices of Consumer Goods and Services 


Over the period 5 through 15 March 1994 a growth of 2.4 
percent was observed in the prices of consumer goods 
and services, including a growth of 1.7 percent for food 
products. Food products in cities of the Northern Cau- 
casus and Eastern Siberia experienced the greatest price 
increases (2.7-3.1 percent), while virtually no change was 
seen in food product prices in cities of Western Siberia, 
the Urals, and Central Chernozem. The rate of growth of 
prices for nonfood products was 3.1 percent, tor ser- 
vices—3.5 percent. 


The following table shows price indexes for goods and 
services in the consumer market (as a percentage of the 
previous date): 




















28 Feb 5 Mar 15 Mar Average daily price Average daily price 
growth in March growth in February 
Consumer goods and services 101.5 101.7 102.4 0.27 0.34 
including: 
Food products 101.2 101.5 101.7 0.23 0.32 
Nonfood products 101.9 101.5 103.1 0.32 0.34 
Paid services to the populace 101.7 104.8 103.5 0.54 0.48 




















Over the first 15 days of March, prices for goods and 
services increased by 4.1 percent (since the beginning of 
the year—by 38.4 percent), including the prices of food 
products—by 3.2 percent (36.7 percent), nonfood prod- 
ucts—by 4.7 percent (29.5 percent), and services to the 
populace—by 8.5 percent (2.2-fold). 


Foodstuffs. Over the period 5 through 15 March, the rate 
of price increase in organized and nonorganized trade 
was 1.6 percent and 1.8 percent. 


The following ‘abie shows the change in prices for the 
main product groups’ 









































Per. -ntage of level for previous observation date 
Total Orgarized trade «ly Nonorganized trade only 

All food products 101.7 101.6 101.8 
including: 

Meat and meat products 101.7 101.6 101.9 
Fish and fish products 103.3 103.4 98.5 
Milk and dairy products 103.2 103.5 101.3 
Eggs 99.5 99.3 101.6 
Sugar 99.8 99.8 99.1 
Bread and bakery products 101.7 101.7 

Cereal and macaroni products 103.0 103.1 101.6 
Vodka 99.3 99.3 100.0 
Potatoes and vegetables 105.3 106.1 104.3 
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In organized trade from 5 through 15 March, frozen fish, 
milk and dairy products, and certain varieties of cereal 
and macaroni products increased 3-5 percent in price; 
salt, fresh cabbage, and carrots increased 6-8 percent. 
Prices for vegetable oil, meat products, and sugar stood 
virtually unchanged. 


In nonorganized trade, as in organized trade, the largest 
increase in prices was recorded for vegetables and fowl 
(4-9 percent). Prices for dairy products virtually 
remained at their previous level. The average price of 


oranges dropped 4 percent. 


The cost of a selection of 19 basic food products rose 1.8 
percent over the week, amounting to 43,000 rubles [R] 
per month as of 15 March. The differentiation factor 
between observed cities was 3.6. St. Petersburg and 
Moscow rank 35th and 36th out of 132 observed cities 
with respect to cost of the selection (R47,020 and 
R46,960 per month). 


Nonfood products. Over the period 5 through 15 March, 
the greatest price increases were observed for fabrics and 
medicinal preparations (4.7-6.2 percent), and garments 
and knitted articles (2.8-3.4 percent). Prices for footwear 
rose 1.8 percent, tobacco products—1!.6 percent. 


Paid services to the populace. During the period of 
observation, the trend towards galloping rates for munic- 
ipal and domestic services continued. Payment per 
square meter of municipal living space and for hot water 
rose by 34 percent on the average across Russia. A 
manyfold increase was seen in the level of payment in 
Vorkuta, Ukhta, Norilsk, Krasnoyarsk, Barnaul, Kamy- 
shin, and Voronezh. Rates increased 5-8 percent for 
certain varieties of everyday services (shoe repair, barber 
services, baths, and a number of other services). 


Costs of Producers of Industrial Production Output 


The index of wholesale prices for producers of industrial 
output was lower in February than in January, 
amounting to 116 percent. Prices increased 37 percent 
over the first two months of this year (as compared with 
December 1993). The following table characterizes 
changes in wholesale prices in February for sectors of 
industry: 























February 1994 as February 1994 as 
compared with Jan- compared with 
wary 1994, percent December 1993, per- 
Industry, total 116 137 
including: 
Electric power 116 143 
Fuel industry 122 152 
Ferrous metallurgy 112 121 
Nonferrous metal- 111 125 
lurgy 











Chemical industry 
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Petrochemical 118 136 
industry 
Machine building 117 141 
Timber, 113 136 
woodworking, and 
pulp and paper 
industry 
Building materials 116 140 
industry 
Light industry 116 130 
Food industry 112 128 











The rate of growth of prices was lower in February than 
in January in practically all sectors of industry (except in 
ferrous metallurgy, the petrochemical industry, and light 
industry). At the same time, high rates of price growth 
were continued for fuel industry output. Prices for oil 
increased 28 percent in February, natural gas—24 per- 
cent, oil products—19 percent, and coal—9 percent. As 
of 28 February, the average price of coal was R13,000 
per tonne, oil—R52,000, gas—R3,200 per thousand 
cubic meters, gasoline—R143,000, and diesel fuel— 
R132,000 per tonne. 


The increased prices for energy resources and their 
byproducts continued to exert an influence on the cost of 
electric power. Electric power rates increased |1.3- 
1.4-fold over the January-February period. As of 28 
February, the cost of one kilowatt-hour of electric power 
came to about R25 on the average for all categories of 
consumers. 


In the machine-building sectors in February, the most 
significant price increases were observed in the output of 
tractor and agricultural machine-building (by 41 percent 
on the average), railroad, mining, and ore-mining 
machine-building (by 27 percent), and the bearing and 
bushing industry (by 29 percent). 


The price index was 116 percent for light industry—4 
percentage points higher than in January, primarily due 
to the large price increases for cotton and flax fabrics, 
rugs and carpets, leather goods, sportswear, and certain 
other items. 


The price increase for food industry output in February 
was 12 percent (15 percent in January). The price rise 
was within the limits of 10-15 percent for basic food 
products—bread and bakery products, meat products, 
fats and oils; 18-20 percent for dairy products and butter. 
No change was observed in the prices of sugar and 
certain varieties of canned fruits and vegetables. 


On the whole, the increase in prices was lower for 
consumer goods over the two months than for technical 
production output. These indexes were 28 and 40 per- 
cent, respectively. 


Acquisition costs. The increase in costs, February over 
January, for basic varieties of material-technical 
resources acquired by industrial enterprises was |3 per- 
cent, including 12 percent—from suppliers in Russia, 22 
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percent—from CIS member states, and 16 percent— 
from countries of the far abroad. Over the first two 
months of this year, prices jor the material-technical 
resources acquired by industry increased 34 percent. 


Costs for the acquisition of fuel resources rose by 13 
percent over the month, including for oil—by 19 per- 
cent, natural gas—by 14 percent, furnace fuel oil and 
diesel fuel—by !5-18 percent. Enterprises of the oil 
processing industry procured oil at the price of R80,000 
per tonne on the average in February (production cost— 
R52,000). The cost of natural gas used in ihe electric 
power industry came to R32,000 per thousand cubic 
meters on the average (production cost—R3,200); the 
average cost of energy-producing coal was R19,000, and 
coking coal—R 50,000 per tonne, while the production 
cost of coal was R13,000. 


The price index for sale of livestock production output 
by procurement organizations in February of this year 
was lower than the January level and amounted to 112 
percent. The average price (not taking subsidies into 
account) of one kilogram of livestock and fowl (live 
weight) in Russia was R773; a liter of milk—R145; 10 
eggs—R688. Prices increased 29 percent over the two 
months (as compared to December 1993). 


The seasonal reduction in milk purchases was followed 
by a high rate of price increase with respect to milk 
sales in January-February (16-18 percent). Prices for 
livestock, fowl, and eggs increased 9-10 percent in 
February. 


Costs for the producers of agricultural output rose 10 
percent in February, 28 percent—since the beginning of 
the year. This includes an increase of 27-38 percent for 
machinery and equipment used in plant-growing and 
livestock-breeding, trucks, and mixed fodders, and an 
increase of 46-51 percent for mineral fertilizers and 
electric power. 


Costs in capital construction. Actual costs for capital 
investments rose 17 percent in February of this year over 
the previous month’s levels; for construction and instal- 
lation work—12 percent. The increases over levels of 
December of last year were 46 and 50 percent, respec- 
tively. 


The rise in cost of building materials was more signifi- 
cant. Over the month, prices for materials acquired by 
contractor construction organizations increased by 26 
percent. The increase was 51 percent since the beginning 
of the year. The costs of enterprises that produce 
building materials increased by 16 and 40 percent, 
respectively. 
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The following table shows price indexes for the acquisi- 
tion of main groupings of building materials: 


























February 1994 as February 1994 as 
compared with Jan- compared with 
uary 1994, percent December 1993, per- 
cent 

Construction brick 145 198 
Crushed stone and 145 194 
gravel 
Cement 154 201 
Ceramic tile 122 172 
Linoleum 138 178 
Window glass 126 139 
Paints and varnishes 140 161 











One of the basic reasons for the galloping price increases 
in acquisition of certain varieties of materials is the swift 
rise in cost of transportation, supply, and sales services. 
In February of this year, their share came to 14 percent 
of the acquisition costs on the average for basic types of 
materials, for crushed stone and gravel—about 50 per- 
cent; their share of the acquisition costs for cement, 
asphalt-cuncrete mix, asbestos-cement sheeting, and 
construction brick was over 15 percent. 


Industrial Production 


Over the first 1: days of March 1994, of 163 production 
varieties taken into consideration for periodic reporting, 
the average daily production volume as compared with 
the same, period of March 1993: 


—increased for 16 entries, or 10 percent of the total 
(including city telephone network cable, polypropylene, 
movie film, magnetic tape, cotton fabrics, knitting 
machines, school notebooks, pencils, fatty cheeses and 
feta cheese, toilet soap, filter and nonfilter cigarettes, and 
shaving cream); 


—decreased for 142 entries, or 87 percent of the total. 


As compared to the same period of February 1994, this 
average daily production volume: 


—increased for 54 entries, or 33 percent of the total 
(including electric power, motor vehicle gasoline, diesel 
fuel, cast iron, steel, finished rolled metal, sulfuric acid, 
mineral fertilizers, soda ash, synthetic ammonia, 
wheeled cranes, automobiles, tractors, sawn lumber, 
cardboard, slate, asbestos-cement pipes, sleeves, and 
joints, video cassette recorders, color televisions, knit- 
ting machines, cameras, motorcycles, flax, hemp, and 
jute fabrics, raincoats, footwear, butter, fatty cheeses and 
feta cheese, canned meats and milk, confectionery items, 
salt, food concentrates, and mineral water); 


—decreased for 104 entries, or 64 percent of the total. 


Proceeding from the dynamics of output of the most 
important production varieties, the average daily 
volume of industrial production for the period of March 
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1994 which transpired is estimated to comprise 73 
percent of the level for the same period of March of last 
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The following table shows data characterizing the output 
of the most important industrial production varieties for 




















































































































year. the first 13 days of March 1994: 
Output for the first 13 days Expressed as percentage of b pressed as percentage of 
of March 1994 the same peried in March same peried in bebruary 
1993 (average daily preduc- 1994 (average daily produc- 
tien) thea) 
Electric power produced by general-purpose electric 37.1 98 100.3 
power plants—billions of kilowatt-hours 
Oil, including gas condensate, millions of tonnes 10.3 84 98 
Natural gas, billions of cubic meters 23.7 99.0 99.0 
Coal, millions of tonnes 9.3 85 91 
Steel, millions of tonnes 1.5 73 103 nn 
Finished rolled metal, including stock procured for 1.2 75 107 
export, millions of tonnes 
Steel pipe, tonnes 98,200 45 = % 
Major electrical machinery, number of items 55 58 73 
Metal-cutting machine tools, number 131 29 80 
Trucks, number 8,300 39 160 
Automobiles, number 28,900 86 119 
Tractors, number 688 15 3 8-fold 
Chemical fibers and filaments, tonnes 6,500 45 102 
Mineral fertilizers (converted to 100-percent nutri- 231,000 74 102 
tive substance), tonnes 
Motor vehicle tires for agricultural machinery, 641,000 48 86 
motorcycles, and motor scooters, number 
Commercial timber, millions of cubic meters dense 24 $9 98 
Sawn lumber, cubic meters 360,000 66 112 
Paper, tonnes 74,300 62 % 
Cement, millions of tonaes 1.0 69 100.2 
Slate, millions of conventional tiles 46.1 35 115 
Construction brick, millions of conventional bricks 267 72 94 7 
Soft roofing and insulation material, millions of 8.2 40 73 
square meters 
Fatric, total, millions of square meters 75.6 74 86 
Socks and hosiery, million pair 9.8 63 aa 
Knitted wear, millions of articles 5.5 62 81 
Footwear, million pair 1.5 37 100.4 
Television sets, units 75,900 72 95 
Radios, units 16,000 25 83 
Refrigerators and freezers, units 70,300 71 74 
Electric vacuum cleaners, units 17,500 19 63 
Washing machines, units 48,200 48 93 
Meat, including group-! by-products, tonnes 47,600 64 93 
Whole milk output, converted to milk, tonnes 217,000 80 99.0 
Butter, tonnes 9,700 65 118 
Granulated sugar, total, including that processed 26,700 31 75 


from customer-supplied raw material, tonnes 

















During the first half of March 1994, there was no 
production of tower cranes of eight-tonne capacity and 
greater, forage harvest:rs, grain or flax harvesting com- 
bines, or main electric locomotives. 


Agriculture 


Preparations for the spring sowing. Duc to insufficient 
sowing of winter crops, adverse wintering conditions, 
and reduced autumn plowing, the volume of field work 
to be accomplished this spring 1s great. Winter crops for 
this year’s yield were sown over an area of 15.5 million 
hectares (20 percent less than list year), including 14.3 
millon hectares (20 percent) for grain. According to data 
from the Russian Federal Service for Hydrometeorology 
and Environmental Monitormg. the cond:tion of winter 
crops on the whole across the Russiar Federation can be 
expected to be unsatisfactory over an area of 2.0-2.5 
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million hectares, or 13-16 percent of the total area of 
winter grains and green forage, as oppose‘ to 1.9 million 
hectares (9 percent) on the average for the past five years. 
Autumn plowing was accomplished over 41.9 million 
hectares—6.2 million (13 percent) less than in the fall of 
1992. 


The degree of provision of farms with seeds of spring 
grain crops is somewhat worse in general than last year 
(especially with respect to buckwheat, rice, and legumes). 
In January-February 1994, agricultural clients were sup- 
plied 0.9 million tonnes of lime-containing materials (55 
percent less than during the same period last year), 0.4 
million tonnes of motor vehicle gasoline (49 percent 
less), 0.8 million tonnes of diesel fuel (52 percent less), 
and 10.3 million tonnes of peat (56 percent less). In 
February of this year, dispatch of fuel proceeded more 
intensively than in January: 























| Shipp). in Jameary i F upressed as per- | Shipped in February Expressed as per- Expressed as per- 
| February 194. mil- = centage of January- |§ alone, miltions of centage of February centage of January 
j hems of formes | Pubruary 1993 level tonnes 1993 level 1994 level 
Lime-containing gs 09 | 45 04 37 86 
maternais. tots! | | 
— ~ —— - T 
Prat export | 10.3 44 | 47 % 86 
Motor vehicle gaso- | 04 | $1 | 0.2 $1 109 
tome i L 
Urese! fue! L o8 L 4 0.4 48 117 














A 1.9-fold increase, on the average. is being seen over last 
year’s level in volume of oi! products purchased by farms 
through direct ties. However, the share of total sale volume 
attributable to free sales remains low (8-9 percent). 


Supplies of oil products as of the beginning of March 
were significantly lower than last year’s levels: 























r i On hand as of | March, tonnes As of 1 February (for 
| reference) 
+ ~-—+ 
| 1992 | 1993 | 1994 1994 percentage of 1994 percentage of 
| ) 1993 198 
—— et 
Dresei fue! | 389 millon | 916,000 451,000 49 52 
—_— - _~— — ee -_—_-—___-+> - _—_ —_—_— 
Gasoline 390,000 I 405,000 L 259.000 59 61 














Equipment repair this year lags behind the results of 
previous years. As oj the beginning of March of this year. 
approximately one-fourth of the tractors, trucks, and 


soil-tilling and sowing equipment available were in a 
state of disrepair. 












































| Percentage of on-hand inventory in working order 
As of | March 1992 As of | March 1993 As of 1 March 1994 As of i February 1994 (for 
a — _ reference) 
Tractors as 8? 76 7§ 
. - ~——+--- — — 
Trucks 8! 79 75 75 
+ —— -—+4#------ -- 
Plows a4 79 73 70 
—EE ——E —_— —_4——____ 
Seeders a3 an 7? 66 
—4— ——_—_—--- -—-_ ——- -4+ —- ——_ -—__— iin 
Cultrs ators | 83 | 80 L 73 69 
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Livestock. In January-February of this year, the sales 
volume of slaughtered livestock and poultry in all 
¢. tegories of farms was estimated to be |2 percent less 
than the volume for January-February of last year; 
production of milk was 10 percent less, eggs—6 percent 
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less. Livestock production output at personal farm- 
steads remained at the levels produced during the same 


period of last year. 


The following table shows the dynamics of production 
volumes at agricultural enterprises in January-February: 
































1992 1993 1994 
Volume sold of livestock and poultry for 1.216 million 1.054 million 866,000 
slaughter, live weight, tonnes 
As percentage of previous year 77 87 82 
Gross milk yield, tonnes 4.165 million 3.532 million 2.994 million 
As percentage of previous year 82 85 85 
Output of eggs, number 5.425 billion 4.830 billion 4.546 billion 
As percentage of previous year 94 89 94 





Numbers of cattle as of | March 1994 decreased by 7 
percent, according to estimates, from the level of | 
March 1993 at the farms of all producers; of pigs—by 9 
percent; of sheep and goats—by 13 percent. 


The decrease observed in numbers of livestock is attrib- 
utable primarily to agricultural enterprises, where 60-70 
percent of all livestock is concentrated. 

















1 January 94 percentage of 1 February 94 percentage 1 March 94 percentage of 1 March 93 percentage of 

1 January 93 of 1 February 93 1 March 93 1 March 92 (for reference) 
Cattle 89 89 89 89 
Cows 94 93 93 91 
Pigs 87 87 88 83 
Sheep and goats 79 78 77 84 

















The extent of provision of livestock with feed was 
somewhat greater than last year’s level on the whole for 
farms in Russia. Remaining fodder per standard head of 
livestock amounted 8.2 feed-unit quintals on average at 
the beginning of March of this year, as opposed to 7.5 
feed-unit quintals as of this time last year. 


In January-February of this year, procurement organiza- 
tions effected purchases for state resources, from all 
producers, a volume of livestock and poultry 28 percent 


less than during the same period last year, milk—21 
percent less, and eggs—6 percent less. In this regard, 
agricultural enterprises increased their sales of livestock 
production at markets, through their own stores, through 
the public kitchen system, and through other channels. 
In all over the two-month period, these enterprises sold 
13 percent of the total sales volume of livestock and 
poultry outside the state procurement network, 4 percent 
of the milk, and 7 percent of the eggs. 























Sold to the state in Janv- | Sold to the state in Janu- | Sold to the state in Janu- Sold in addition by agri- 
ary-February 1992, tonnes | ary-February 1993, tonnes | ary-February 1994, tonnes cultural enterprises out- 
side the state procurement 
network in 1994, tonnes 
Livestock and poultry, live 1.096 million 925,000 666,000 104,000 
werght 
Percentage of previous year 73 85 72 167 
Milk 3.049 million 2.564 million 2.018 million 79,000 
Percentage of previous year 72 Ka 79 173 
Eggs 4.001 billion 3.768 billion 3.529 billion 267,000 
Percentage of previous year 81 % 94 

















Sale of fruits and vegetables. Sales of hotbed- and green- 
house-grown vegetables through ali channels in January- 
February of this year decreased almost three-fold from 
last year's levels, including a 2.5-fold decrease in sales of 


cucumbers, and 3.4-fold decrease in sales of green vege- 
tables. The share of total sales attributable to state 
purchases remained virtually unchanged from last year, 
amounting to about 85 percent. 
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Income of the Populace 


The income of the populace in January-February of this 
year amounted to R32.4 trillion, a 9.2-fold increase over 
the same period last year. 


In February of this year, available monetary income of 
the populace (income after mandatory payments and 
fees were made) increased 9.1-fold over the February 
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1993 level. The cost of goods and services increased 
approximately 8-fold. Real monetary income at the 
disposal of the populace was 13 percent higher this 
month than one year ago (in January it was 7 percent 


higher). 


The following table provides data on the distribution by 
population segment of monetary per capita income: 



























































January 1994, millions of January 1994, percentage | February 1994, millions of | February 1994, percentage 
individuals individuals 

Total 148.4 100 148.4 100 
including those with 
monthly per capita 
income, in rubles: 
Up to 20,000 6.0 4.0 0.7 0.4 
20, 100-40,000 28.2 19.0 8.7 5.9 
40,100-60,000 31.5 21.2 19.0 12.8 
60, 100-80,000 24.8 16.7 22.6 15.2 
80, 100- 100,000 17.7 11.9 21.2 14.3 
100, 100-1 20,000 12.3 8.3 17.9 12.1 
120,100- 140,000 8.5 5.7 14.4 9.7 
140, 100- 160,000 6.0 4.0 11.3 7.6 
160, 100- 180,000 4.1 2.8 8.7 5.9 
180, 100-200,000 2.9 2.0 6.7 4.5 
200, 100-220,000 2.1 1.4 5.2 3.5 
220, 100-240,000 1.5 1.0 4.0 2.7 
240, 100-260,000 1.1 0.8 3.0 2.1 
260, 100-280,000 0.9 0.6 2.4 1.6 
280, 100- 300,000 0.6 0.4 1.8 1.2 
Over 300,000 0.2 0.2 0.8 0.5 

















In February 1994, the uppermost 20 percent of the 
populace had at its disposal 40 percent of all monetary 
income; the lowest 20 percent—only 7 percent (compa- 
rable figures for February 1993—20 and 8 percent, 
respectively; for July 1993—37 and 7 percent; for 
December 1993—39 and 6 percent). 


The coefficient of income concentration (Gini coeffi- 
cient) in February 1994 was 0.301 (in January—0.343). 


Values of the subsistence minimum for the Russian 
Federation populace (determined in accordance with 
Russian Ministry of Labor methodology) are as follows: 























Average monthly per capita figure, rubles 
Entire povulation Working population Pensioners Children 
October 1993 32,400 36,600 22,800 32,400 
November 1993 37,900 42,800 26,700 37,900 
December 1993 42,800 48,400 30,200 42,800 
January 1994 51,400 $8,000 36,200 51,300 
February 1994 56,600 63,700 39,900 56,900 

















Monetary income for a portion of the population was 
even lower than the cost of the food product selection 
taken into account when calculating the subsistence 
minimum. This segment includes families with many 


children, single-parent families with children, families 
with a large proportion of dependents in which those 
employed are receiving close to minimum wage, single 
pensioners and invalids. 
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Population with monetary income lower than the subsis- Population with monetary income !ower than the cost of 

tence minimum the food product selection established for calculation of 

the subsistence minimum 

Millions of individuals Percentage of the populace Millions of individuals Percentage of the populace 
October 1993 45.0 30.3 18.9 12.8 
November 1993 49.1 33.0 20.6 13.8 
December 1993 32.9 22.2 14.0 9.5 
January 1994 52.6 35.4 26.3 17.7 
February 1994 24.8 16.7 8.5 5.7 

















In February of this year, payments were made for the 
wage differences for wage increases effective | December 
1993 and | January 1994 to a number of categories of 
employees in the budget sphere and organs of govern- 
ment. The amount of pension equalization was 
increased. As a result, there was a significant decrease 
from the January level in the numbers and percentages of 
the population with disposal incomes lower than the 
subsistence minimum. In January 1993, the proportion 
of the population with monetary income lower than the 
subsistence minimum was 35.5 percent; in February 
1993 it was 27.2 percent. 


According to estimates, the average wage accrued by 
employees in February was R150,000, an increase of 6 
percent over December 1993. The amount of real wages 
in February of this year, calculated taking into account 
the consumer price index, was 80 percent of the level for 
December 1993. 


The following table shows data on the average wage for 
January of this year, both overall and for certain sectors 
of the economy: 












































Average monthly wage (not including material aid or social benefits) Social payments (material 
assistance, food supple- 
ments, 
plements, etc.), in rubles 
Rubles Factor increase over Jan- Percentage of December 
uary 1993 1993 
Total 134,200 8.6 95 7,900 
including: 
Industry 138,600 7.5 95 10,800 
Agriculture 58,100 6.8 66 3,100 
Construction 171,400 8.7 88 13,800 
Transportation 224,000 10.4 106 8,400 
Public health, physical 122,500 10.7 109 5,400 
training, social protection 
Education 113,600 9.0 116 4,400 
Culture and art 101,100 9.5 119 7,300 
Science and scientific ser- 94,700 9.3 99 5,700 
vices 
Credits and insurance 326,200 8.9 69 62,100 
Apparatus of government 165,600 10.3 101 18,900 
organs 

















The reduction in wages in January of this year in a 
number of sectors of the economy is related to lump-sum 
payments for annual results which were made at the end 
of last year. 


As of the beginning of 1994, there were 36.1 million 
pensioners in the Russian Federation registered with organs 
for social protection of the populace. There are 244 pen- 
sioners for every 1,000 in population (as of | January 1993, 
this figure was 238; as of 1 January 1991—222). 


Interagency Commission Details Russia’s Energy 
Strategy 
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[Text] 


A Necessary Foreword 


Today, PROMYSHLENNYY VESTNIK presents to its 
readers “Russia’s Energy Strategy.” This is the Russian 
Federation’s integrated state fuel and energy program for 
the period up to the year 2010. 


Its significance is determined by a whole series of factors. 
We will name just a few of them. 


—Russia has the largest reserves of fuel and energy 
resources and the world’s second largest fuel and energy 
complex; 


—This complex brings in more than two-thirds of the 
country’s currency revenues. In contrast to the majority 
of countries, Russia’s TEK [Fuel and Energy Complex] 
is not simply an infrastructure sector of its national 
economy, but rather, the foundation of the entire 
economy; 


—Russia’s Energy Strategy is the foundation and core of 
the economic doctrine for the revitalization of the 
Russian State. 


A large collective of scholars and specialists worked on 
this document under the guidance of the Interagency 
Coordinating Commission headed by RF [Russian Feder- 
ation] Minister of Fuel and Energy Yu. Shafranik. The 
main points of Russia’s Energy Strategy were approved at 
an expanded meeting of the Interagency Commission. 
With due consideration of comments and suggestions 
made during discussion of the program in the ministries, 
agencies, public organizations and the mass media, Rus- 
sia’s Energy Strategy will be revised and submitted to the 
Russian Government for consideration. 


We hope that our readers will also express their com- 
ments, opinions and suggestions. 


I. Both the Engine and the Hostage 


The fuel and energy complex (TEK) occupies a special 
place in the economy. Figuratively speaking, it is the main 
engine of industry and a condition for the existence of the 
populace. From the electric railway and the airplane on 
transport routes and the machine tool and blast furnace in 
a shop to the gas stove, the electric bulb and the television 
set in an apartment—all these things operate thanks to 
the energy supplied to them. A source of movement, heat 
and light and an information transmitter, in our time, the 
TEK is finding new “professions,” making a person’s life 
more comfortable and meaningful. This is why now, in the 
complicated reform times, the future fortunes of the fuel 
and power industry, without any exaggeration, are occu- 
pying the minds of all Russian citizens. 


There are special reasons for this. Yes, one of the world’s 
most powerful systems for ensuring vital needs and 
economic security has been created in Russia. Our 
country generates more than 10 percent of the world 
production of fuel. Also certain is the fact that Russia’s 
fuel and energy complex is currently fully meeting the 
needs of the public and material production for fuel and 
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energy. We would remind you that, last year, 70 percent 
of all currency revenues was also obtained through the 
exporting of energy resources and the cross-delivery of 
commodity resources from the CIS [Commonwealth of 
Independent States] for industrial and consumer needs 
was ensured. It is no secret, however, that the overall 
amount of power output has fallen by 20 percent over the 
last 5 years and is continuing to fall. Just in 1993, Russia 
produced 8 percent fewer energy resources than it could 
have. But the country has not felt an acute shortage of 
them for a simple reason: under the conditions of the 
growing production slump in all sectors, energy con- 
sumption has fallen sharply in both industry and agri- 
culture. So the energy sufficiency has turned out to be 
largely relative. Moreover, the TEK has sold the pro- 
duced output to its traditional consumers within the 
country on credit, as a rule, a debt which has reached the 
gigantic sum of 10 trillion rubles [R], which is larger than 
half of all of Russia’s debts taken together. This illusory 
wealth has driven the economy’s powerful complex into 
a financial impasse. Called upon to enliven the economy, 
it has had to hold back on even the most necessary 
retooling, not to mention the introduction of new pro- 
duction. Yet, indeed, in order to maintain, for example, 
oil production at least at the current level, up to $5 
billion annually need to be invested in this sector. 
However, capital investments in the energy complex, 
just in the past year, decreased by nearly a third. The 
TEK is losing its former industrial might. 


In a number of subdivisions of the oil and gas industries, 
the capacities in power engineering have begun to fall 
into decay calamitously rapidly. For example, more than 
30,000 oil wells are now standing idle. But the plant 
which could straighten out the matter of the express 
delivery of spare parts is located in belligerent sovereign 
Azerbaijan. Nearly 70 percent of the predicted hydro- 
carbon resources still require expensive surveying. 
Without this imperative work, the development of oil 
and gas production, especially at nearly inaccessible 
sites, will be in a state of confusion. In Russia, more than 
80 coal mines need to be renovated without delay, 
because they are being plagued by accidents which 
frequently take human lives. Quite a few critical prob- 
lems have arisen at electric power plants, including 
nuclear ones. If you add to this the fact that only 30 
percent of the heating systems in the cities are operating 
correctly, while the rest, here and there, are warming the 
high heavens,—even this small list of problems testifies 
to the fact that crisis situations are making themselves 
known in the energy sectors with ever increasing impe- 
riousness. 


How can they be overcome with the most minimal of 
losses? What kind of energy policy should be pursued so 
that, in the final tally, it would yield a perceptible benefit 
for each inhabitant of the country? The answers to these 
questions are provided by Russia’s Energy Strategy, the 
drafting of which has just been completed. First of all, in 
all sectors, it is necessary to get rid of the antiquated 
habit of regarding the TEK as a gratuitous donor to the 
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economy, because the transition to market relations, 
caused by the radical change in Russia’s social and 
economic structure, is by no means a one-way street. 


However, already, the first reform steps within the fuel 
and energy complex, the establishment of commercial 
companies which fastidiously began to establish market 
structures around themselves and not just to produce the 
raw material, but also to process it, providing up-to-date 
service to the consumer and delivering the end products 
to him for the price which they actually cost, caused a 
squall of completely unfounded accusations in the mass 
media. The drafters of the new Russian Energy Strategy 
consider it necessary to talk with the public right away in 
order to make their point in this controversy. The truth 
behind the accusations that the energy suppliers, having 
revised the prices for energy resources, caused a new, 
sharp surge of inflation, is obvious. Over the years of the 
wasteful “cannibalistic” economy, there developed in 
our country a careless squandering of energy resources in 
production and everyday life, at a levei exceeding their 
expenditure in industrialized countries by a factor of 2-3. 
Market relations have inserted their own authoritative 
correction into domestic practice. Henceforth, the 
expenditure of energy will be controlled by the ruble. It is 
understandable that breaking an ingrained habit is hard, 
but it must be done, even though not everyone likes 
this.... 


As for inflation, the energy resources price revision is 
least of all “tat fault” here. Here are the official statistical 
data for last year: the share of fuel outlays in the overall 
industrial expenditures amounted to only 7-8 percent. 


Allusions have been made to the very rapid rise of prices 
in domestic machine building. They are really striking: 
last year, they jumped 500 percent. However, a detailed 


analysis has shown that the prices in machine building 
rose only by 25 percent due to fuel and energy resources. 
Thus, the new prices for energy resources, which, 
according to the calculations, amount to just 30 percent 
of world prices, played almost no role in the acceleration 
of the inflationary spiral and the market approach to 
price setting in the fuel and energy complex should be 
exonerated in the eyes of the public. 


Then where does the root of all the problems lie? Our 
specialists believe that it lies in the exorbitantly high 
taxes. In their opinion, the TEK is so hobbled by the tax 
fetters that it has been literally left without the means of 
subsistence. Independent experts from Oxford cite one 
more reason—the harsh credit policy. According to their 
calculations, up to 83 percent of inflation is occurring 
because of the high credit rates. Any enterprise forced to 
obtain money from the banks at enormous interest rates 
in order to survive will try to jack up the prices for its 
own products. A new round of inflation inevitably fol- 
lows this. It is perfectly obvious that loan-financed 
investment plans under such conditions will remain just 
plans. This is the very “stranglehold” on the TEK from 
which it is trying unsuccessfully in the meanwhile to free 
itself at least partly so that those who produce energy and 
those who use it might breathe easier. 


This is why, having examined carefully the entire chain 
of interrelations—the TEK—the budget—the consumer, 
the drafters of the Energy Strategy believe that changes 
in the very attitude toward the fuel and energy complex 
and its output on the part of the state and on the part of 
all citizens of Russia have become imminent. This 
requires both new laws and improved standard acts, 
which take into consideration world experience, and also 
up-to-date measures which will have an economic 
impact. 
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Elaborated in the Energy Strategy is a complete set of 
means for the development of Russia’s power engi- 
neering, which includes: 


—the improvement of energy consumption and the 
promotion of energy conservation; 


—the optimization of the regions’ energy interconnec- 
tions; 


—the ecoromically justified exporting of energy 
resources, 


—the renovation and efficient development of the 
TEK’s production structure; 


—and scientific and technical progress in power engi- 
neering and related sectors. 


II. Goals and Priorities of the New Fnergy Strategy 


Russia has a unique fuel and energy potential. Even now, 
found in its investigated mineral sites have been 13.4 
percent of the world’s oil reserves, 41.7 percent of the gas 
reserves and 43 percent of the coal reserves. This has 
made it possible to create the world’s second largest fuel 
industry, which produces more than 10 percent of the 
world production of raw fuel material. Russia’s Energy 
Strategy has set as its main goal the maximum efficient 
use of natural riches for revitalizing the country’s economy 
and raising the standard of living of its populace (bringing 
it up to the level of the European standards of living). 


The required and maximum scenarios for the TEK’s 
development and that of its sectors have been worked 
out with due consideration of the conditions of the 
domestic and foreign markets. 


The TEK’s required development has been determined 
so as to supply, on a guaranteed basis, the energy needs 
of Russia given reduced energy consumption (i.e., with 
maximum energy conservation) and the greatest eco- 
nomically justified exporting of energy resources or 
(what amounts to approximately the same thing) given 
an increase in energy consumption and a reduction in 
exporting. The TEK’s maximum development will 
require that, if there is an increase in energy consump- 
tion (i.e., with likely amounts of energy conservation), 
favorable conditions be put together for a high level of 
exporting of Russian energy resources. 


Both scenarios for the production of energy resources 
realize in essence a single strategy for the TEK’s devel- 
opment, but they differ in the time frames, scale and, in 
some instances, in the sequence of operations. But, in 
both scenarios, what is envisioned, first and foremost, is 
an increase in the efficiency of direct energy services 
with a simultaneous decrease in the harmful impact of 
fuel and energy enterprises on the environment, which is 
different for each Russian citizen. In connection with 
this, the task is being set for the next 10-15 years for 
shaping a socially- and economically-sound demand for 
energy services based on the principle of reasonable 
sufficiency. What will be achieved is a stable supply of 
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fuel and energy for all consumers, with priority sup- 
plying of municipal and domestic needs, public transpor- 
tation and the foodstuffs sphere with high-quality and 
ecologically clean energy resources. For example, up to 
half of the produced energy resources will be directed 
toward the production of consumer goods by the year 
2000, which is 20 percent more than what is being 
allotted currently for these needs. This will be achieved 
through the shift from military-industrial products and 
heavy machine building to the widespread production of 
consumer goods. Special attention will be paid to 
improving the energy supply of Russia’s rural localities. 
At the same time, the main task will be energy support 
for the radical social and economic transformations in 
the countryside and the accelerated introduction of 
advanced electrified and gas technologies and devices, as 
well as modern technologies based on liquid and high- 
quality graded fuel or briquetted solid fuel, capable of 
providing a radical improvement in everyday and 
working conditions, and, consequently, a high level of 
acclimatization of the rural populace: intensive resource 
conservation, preservation and the quality of agricul- 
tural products, an increase in capital productivity and 
the productivity of human labor in rural regions and, 
thereby, a sharp improvement in the efficiency of agri- 
cultural production. Most widely used will be concise, 
ecologically clean energy sources. In particular, contem- 
plated for 1995 is the conducting of the experimental 
operation of a system for supplying energy to farmsteads, 
using non-traditional renewable energy sources. 


The reorientation of energy consumption from industrial 
needs to supporting the public’s vital needs has already 
become distinctly apparent in the last 3 years. This has 
been helped by the introduction of preferential rates for 
energy resources for everyday needs and part of the 
service-sphere enterprises, for agriculture and for public 
transportation. The benefits for energy conservc.ion in 
these spheres will need to be retained for quite a long 
while yet (at least until the beginning of the economy’s 
recovery from the economic crisis), decreasing them 
relatively and, what is the main thing, making them all 
more applicable. 


Based on the extent of the increase in the populace’s 
prosperity, its priority in being supplied with energy will 
be ensured more and more not by the preferential rates, 
but rather, fully by the paying demands of people for 
comfort and an increase in the quality of life as a whole. 


The social reorientation of energy consumption will 
become apparent most obviously with respect to the 
highest-quality energy resource—electricity. Whereas, in 
1985, 29.5 percent of the total electric consumption went 
for the vital needs of the populace and, in 1990, the 
figure was 31.1 percent, this component will increase to 
41-42 percent by 2000 and to 43-44 percent by 2010. 


In the area of centralized heating, the share of heating 
and the hot-water supply for municipal and domestic 
needs has always been traditionally high and amounted 
to 42-43 percent. The planned increase in providing the 
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Production of Oil and of Gas Condensates in Millions of Metric Tons 
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populace with housing and public buildings will cause a 
further increase in the share of this component of the 
centralized heating consumption to 44 percent in 2000 
and to 48-49 percent in 2010, despite all energy- 
conservation measures. 


This trend will become apparent even more distinctly in 
supplying the populace’s everyday needs using direct 
burning fuel: the increase by 2010 in the share of gas in 
the satisfaction of these needs by a factor of 1.5 on 
average and by a factor of nearly 2 in the countryside is 
an important social priority of the Energy Strategy. 


The inain means for the realization of this priority under 
the rew economic conditions will be, in the first stage, 
preferential rates for gas and, subsequently, special mea- 
sures for economic stimulation of rural gas facility 
installation: preferential credits for the construction of 
networks and the purchase of equipment and the joint 
conversion to joint-stock companies of RAO [Russian 
Joint-Stock Company] Gazprom [gas industry] and the 
gas-distribution companies and so on. 


On the whole, the policy for the reorientation of energy 
consumption toward supplying the vital needs of the 
populace with the widespread use of the appropriate 
benefits and other economic incentives will lead to an 
increase in the share of these needs in the total consump- 
tion of primary energy resources in Russia from 24-25 
percent at present to 28-29 percent in 2000 and to 30-32 
percent in 2010. 


The secial orientation of Russia’s Energy Strategy also 
means it will be possible for any consumer by 2000 to 
make an economically sound selection of energy 
resources for his own energy needs. It is precisely at this 
that the so-called multipurpose “gas pause” is aimed—a 


sharp increase in the share of natural gas in domestic 
consumption and in the energy exporting struc‘ure. 


To be more specific, gas will amount to more than half of 
the entire production of energy resources in the country 
during the period in question. 


In the scenario for the TEK’s required development, the 
gas industry, up to 2003-2005, will be able to develop 
further without setting up large, new fuel centers, making 
maximum use of medium and even small fields in the 
developed gas-producing regions or in the immediate 
vicinity of the consumers. In the maximum scenario, by 
2000, it will be necessary to develop the first section of 
the new Yamal gas-producing region, i.e., to begin the 
largest investment prograin by 1995. 


It will be necessary to carry out basic renovation and 
partial replacement of the Unified Gas-Supply System 
for the purpose of increasing its energy and economic 
efficiency, to develop a system of underground gas- 
storage tanks in order to increase the reliability of the 
national economy’s gas supply and the degree to which it 
can be manipulated and to increase several-fold the 
extraction of useful components from the produced gas 
(first of all, condensate, methane and other hydrocar- 
bons). The present relatively stable state of the gas 
industry and its prospects for the near future make this 
management approach quite realistic. It must be empha- 
sized that preference is being given to using gas in 
thermal power engineering while introducing the latest 
technologies for PGU and GTU [steam-and-gas and 
gas-turbine plants] and to replacing motor fuel with gas. 
In order to do this, there will be an increase in the 
production of motor vehicles with gas cylinders and gas 
equipment sets and expansion of the network of AGNKS 
[automated gas pumping and compressor stations] and 
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the production of new-design gas cylinders has been 
organized. Together with the accelerated increase in 
electrification (by a third up to the year 2000), this will 
make it possible to reduce the use of other, environmen- 
tally harmful types of fuel by no less than 20 percent. 


Similar highly economical manipulation of ecologically 
clean types of energy will make it possible to re-equip all 
sectors of the fuel and energy complex on a new scientific 
basis, to render their production harmless to a great 
extent, to reduce expenditures of materials and energy 
for the production of Russian goods by no less than a 
third and thereby to enhance their attractiveness in the 
world market. 


The “gas pause,” directly and indirectly, will have a 
beneficial effect, first of all, on the oil and coal industries 
and on power engineering. Prior to the year 2000, the oil 
production slump will be overcome and stable deliveries 
of raw hydrocarbon material and an increase in its 
integrated use will be achieved. In order to do this, it is 
necessary to maintain oil production at a level of no 
fewer than 270-280 million metric tons per year. It is 
being assumed that there will be a further intensification 
in the refining of oil up to 75 percent in 2000 and to 
83-84 percent in 2010 given a radical renovation of the 
entire oil-refining industry, which will substantially 
increase the sale of gasoline and lubricants and tires for 
the increasing stream of vehicles in industry and among 
the populace, as well as of raw material for the chemical 
and microbiological industries. In turn, this will increase 
the production of currently so scarce medicines and the 
no less necessary latest rubbers with previously specified 
properties. And from here it is a straight path to the 
rubber parts being used ever more widely in machine 
building. In modern trucks, their number is increasing 
annually; In a KamAZ [Kama Motor Vehicle Plant 
truck], for example, there are already more than a 
thousand of them. The interdependence, the compli- 
cated interconnections and transformations of energy 
products from the well to the motor vehicle tire or 
conveyor belt, has found its own specific and well- 
founded embodiment in Russia’s Energy Strategy. It has 
been calculated that the program for modernizing and 
renovating the oil-refining industry will take around 
12-14 years and be implemented in stages. Among the 
most important work is the expansion of the network of 
motor vehicle service stations, the number of which, 
based on a competitive market environment, will 
increase by the year 2000 by a factor of approximately 2. 


Tracked in no less detail have been the means for 
enhancing the quality of coal products—from the large- 
scale shift to economical open-pit mining of this solid 
fuel at large fields to the introduction of safe technolo- 
gies for the processing and use of coal. For the first time, 
a purely market emphasis is being placed not simply on 
delivering to the consumer the “ combustible rock” in its 
natural form, but its highly profitable and, for the 
consumer (entrepreneur, farmer and vacationer), attrac- 
tive conversion into coal pulp and briquets of an appro- 
priate quality. Based on these examples, the Energy 
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Program, besides other things, will teach the owner of 
natural warehouses modern enterprise and specific con- 
sideration of the consumer's interests. 


The restructuring of Russia’s coal industry is a most 
difficult task, requiring maximum caution and compre- 
hensive consideration of social tactors. 


In the scenario for the TEK’s required development, coal 
mining will decrease right up to 2005, and especially 
rapidly—in the country’s European regions. An increase 
in mining under these conditions is expected at mines of 
the Kuznetsk and Kansko-Achinsk basins in order to 
supply the regions of Siberia and partly the Urals, while 
setting aside the remaining basins more and more for the 
supplying of coal primarily to local customers. 


In the maximum scenario, an increase in coal mining in 
the country is forecast by the year 2000, with its accel- 
eration during the subsequent period with priority devel- 
opment of the Kuznetsk Basin and the KATEK [Kansko- 
Achinsk Fuel and Energy Complex] mainly in order to 
supply fuel to the electric power plants. The Energy 
Strategy reminds us at the same time: coal is the future. 


The greatest spreading of the development scenarios will 
be in electric power engineering and heating. 


Given maximum energy conservation (the TEK’s 
required development), the development of electric 
power engineering may be aimed not at increasing the 
installed capacity of the electric power plants, but rather, 
mainly at their radical renovation. Under these condi- 
tions, it is possible to abandon the construction of new 
condensing power plants in the majority of the country’s 
regions and to ensure bringing new AES [nuclear power 
plant] units on line basically at the same pace as the 
removal from operation of first-generation reactors and 
RBMK reactors, while the development of electric power 
engineering may be carried out by the renovation of new 
TETss [heat and power plants] with gas-turbine and 
steam-and-gas plants. Moreover, given these conditions, 
it will be no big problem if there is a decrease in the 
capacity of AESs due to a delay in the development of 
new-generation nuclear reactors (the scenario of a tem- 
porary moratorium on the development of nuclear 
power engineering). 


In contrast to this, the TEK’s maximum development 
will require significant efforts not only for renovation 
but also for increasing the capacity of all types of electric 
power plants with their orientation toward different 
types of energy resources. This much more expensive 
scenario for the development of electric power en,:i- 
neering will also require, along with renovating existing 
TETss and constructing new ones using gas, increasing 
the capacity of AESs in regions of expensive fuel and 
constructing several powerful condensing electric power 
plants using Kansko-Achinsk and Kuznetsk coal in 
Siberia, the Urals and possibly the Volga River Region. 
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Coal Mining in Millions of Metric Tons 
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Envisioned in a number of remote regions of Russia’s 
North and Northeast has been the construction of low- 
capacity nuclear plants of modular design, including 
underground ones as well. On the whole, the share of 
nuclear power engineering will remain as before and, by 
2000, will amount to around 11.5-12 percent of the total 
production of energy and, by 2010, to 10-11.5 percent. 


The share of hydraulic power engineering in individual 
regions of the country, particularly in the Far East, may 
increase significantly through the more complete use of 
the power-producing potential of rivers and the con- 
struction of a series of medium-capacity GESs [hydro- 
electric power plants]. 


Also envisioned in the store of energy sources in the 
period in question is the more active development of 
local energy resources (small reserves of coal, gas and oil 
in regions with a developed infrastructure), as well as 
renewable and recycled energy resources (wind, geother- 
mal, solar and water power, mine methane, lumber waste 
and industrial waste), especially for regions with scat- 
tered energy consumers. 


Proclaimed as a main feature of the energy policy for the 
next few years and for the long run, in contrast to the 
former orientation toward a large-scale increase in the 
production of fuel and energy resources, and the highest 
priority of Russia’s Energy Strategy is maximum energy 
conservation with a simultaneous increase in the effi- 
ciency of energy consumption. In contrast to traditional 
Russian wastefulness (we have plenty of everything!), 
henceforth, the habit of using energy sparingly will be 
inculcated more and more. In this matter, we no longer 
have anywhere to which to retreat: here we are, as in 
many other things, truly “ahead of the whole world”: the 


expenditure of energy per unit of product produced in 
Russia is higher by a factor of 2 than in the USA with a 
similar production structure. This is why it is being 
emphasized in the Energy Strategy that there is nothing 
cheaper and nothing more profitable literally for each 
Russian citizen than the thrifty expenditure of energy in 
production and in everyday life. Ultimately, Russian 
citizens should prove that they are able to count kilo- 
grams, kilowatts and meters just as zealously as they 
have been able to obtain or produce them. Enterprise in 
the conservation of resources will become the business of 
all of society, if the press, radio and television appeal to 
it unobtrusively, with psychological precision. Hence- 
forth, a significant portion of advertising time, especially 
in the electronic mass media, should be given to the 
problems of energy conservation with a graphic demon- 
stration of its results and the means of achieving it. A 
special Russian Federation State Prize could be awarded 
to far-sighted technical and economic innovations aimed 
at every possible kind of energy conservation. 


This will arouse the obvious interest of every inhabitant 
of the country, if one thing is not disregarded, i.e., the 
not insignificant circumstance, which is being given 
special emphasis in the Energy Strategy, that the Energy 
Conservation Program already approved by the govern- 
ment prescribes a combination of economic and direc- 
tive measures. The energy policy up to the year 2000 
provides, first and foremost, for active economic stimu- 
lation of energy resource conservation through price 
factors; the placing into effect of standards and certifi- 
cates for energy-consuming and widely used equipment; 
equipping the consumers with instruments for metering 
and regulating the expenditure of energy resources; and 
the right to sell them at freely-set prices within Russia 
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and partially °xporting them. Federal and regional 
energy-conservation funds are being established. 


Being introduced are preferential granting of credit and 
partial financing using budget assets and the funds of 
consumers who make the most of energy-conservation 
measures. The Energy Strategy grants local organs of 
executive authority the right to impose, when need be, 
based on the findings of Gosenergonadzor [state com- 
mittee for energy use oversight], economic sanctions for 
wasting energy, as well as to impose a system of energy- 
consumption quotas for gas, heat and electricity. 


Organizational measures for saving energy both in the 
next few years and in the long run will be actively 
supported by a purposeful technical policy which will be 
geared toward: a maximum reduction of losses and an 
increase in the energy efficiency of equipment and 
technologies in all energy-producing (including produc- 
tion and transport) and energy-consuming processes; the 
development of ecologically and technologically safe 
equipment; an efficicnt centralized energy supply and 
decentralization of energy sources with a maximum 
effort to locate them near energy consumers in order to 
reduce their investment cycle; the encouragement of the 
establishment of in-house energy sources at industrial 
enterprises, including those which use industrial waste; 
preference being given to the renovation of existing 
power installations over the construction of new, large 
power installations; the widespread use of the resources 
of conversion systems (gas turbines and new materials 
and technologies) for the production and use of energy; 
the industrial development (with state support) of qual- 
itatively new technologies for nuclear power engineering, 
the thorough processing of coal and the storage of energy; 
new energy sources; and maximum accident and eco- 
nomical safety of all energy capacities without exception. 


In determining this system of measures, Russia’s Energy 
Strategy is proceeding from the fact that, given the 
current level of energy intensiveness of products, by the 
year 2000 or even sooner, an unsatisfied demand for 
energy resources may emerge in the amount of 400-450 
million metric tons of equivalent fuel. It is impossible to 
provide it through an increase in the production of TER 
[fuel and energy resources]. Domestic products will not 
be able to compete in the world market because of their 
so low energy efficiency. 


What will help in this situation is the saving of energy 
resources. Calculations made by specialists for the 
Energy Strategy show that the annual requirement for 
fuel and energy may be reduced by 55-60 million metric 
tons of equivalent fuel. And, by the year 2000, it may be 
reduced by 200-250 million metric tons of equivalent 
fuel while maintaining the volume of goods production 
of iudustrial products and services and while enhancing 
the quality and competitiveness. The specialists believe 
that, in the near future, the expenditures of just oil alone 
may decrease by 10 percent. By selling it at world prices, 
the country will receive around $15 billion. The current 
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level of oil production can be supported using these 
funds for more than 3 years. 


This information on the Energy Strategy will be of 
interest to every inhabitant of Russia. According to the 
calculations of the Russian Academy of Sciences’ 
National Economic Forecasting Institute, each per- 
centage point of energy savings produces a 0.4 percent 
increase in the national income by the next year and 
approximately 0.1 percent annually in the next 2 
decades. 


Proper energy use is more efficient by a factor of 5 than 
energy-conservation expenditures. Energy savings will 
have a beneficial effect on the health of Russian citizens 
because, by the year 2000, the economical expenditure of 
energy will make it possible to reduce harmful discharges 
into the open air by 1.5 million metric tons. 


In addition to the purely economic and ecological bene- 
fits, the energy transformations include the further use of 
the powerful unifying potential of the federal power 
systems to maintain the integrity of Russia and to 
strengthen the mutual economic ties between the CIS 
countries. 


The new efficient energy policy will combine the regions’ 
natural yearning for self-sufficiency and self- 
management of the end energy resources (electricity and 
heat, motor fuel and domestic fuel) while maintaining 
the unity of Russia’s energy complex as the most impor- 
tant factor of the economic and political integration of 
the country through the further development of the 
unified federal power systems (intersystem power trans- 
missions and cross-country oil and gas pipelines) which 
ensure the reliability and viability of the energy supply 
for all the territories and the efficient use of the available 
unevenly distributed natural energy resources in the 
interests of all the regions and of the federation as a 
whole. 


Provision has been made for improving existing interre- 
gional and intersectorial fuel and energy centers and 
establishing new ones using the shared assets of the 
territories with the state’s participation (and the partic- 
ipation of other states) through the granting of preferen- 
tial long-term credits and investments (KATEK, Yamal- 
gazenergo [Yamal gas energy], the Timano-Pechora TEK 
and others). 


The independent regional power companies supplying 
consumers with energy products produced locally both 
through acquired fuel and energy resources and through 
their own economical ones, including non-traditional 
types of energy, will find active support. 


In the next 10-15 years, existing interregional and inter- 
sectorial fuel and energy centers will be improved and 
new ones will be established. The regions’ interests will 
also be taken into account by the expansion of their share 
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of ownership in the capital stock of the power installa- 
tions while the unity of the technological management of 
the systems will be maintained by the appropriate fed- 
eral state organs. 


The regional energy policy will take into account the key 
differences in the conditions of the energy supply and the 
structure of the fuel and energy balance of such areas of 
the country as the northern, southern and central regions 
of Russia’s European section, the Urals, Siberia, the Far 
East and the regions of the Far North. 


The Energy Strategy differentiates the procedure for 
energy management in the center and locally. The federal 
state organs, using the directive procedure, exercise con- 
trol over the activities of the federal power systems and 
nuclear power engineering; they manage the strategic 
reserves of energy resources; they develop the standards 
and norms for the safe and efficient operation of power 
installations and plants and the organization of state 
inspection for their observance; and they control the 
licensing of the foreign economic activities of TEK enti- 
ties. 


Under the joint jurisdiction of federal organs and enti- 
ties of the Russian Federation are: the licensing of the 
activities of enterprises for the development of natural 
resource deposits, of enterprises operating as part of the 
federal power systems 2nd also of nuclear energy instal- 
lations; determination of the conditions for the licensing 
of the activities of energy enterprises responsible for a 
reliable fu. l and energy supply for consumers and mon- 
itoring the observance of the issued licenses; and the 
organization of the energy supply under the conditions 
of emergency situations. 


Under the exclusive jurisdiction of Russian Federation 
entities are: the procedure for the functioning of instal- 
lations not part of the federal power systems; the issuing 
of licenses for the construction of new fuel and power 
installations and the expansion of existing ones and the 
allocation of land for them; ana the adoption of addi- 
tional requirements for the ecological safety and energy 
efficiency of installations situated on the territory under 
their jurisdiction. 


The state organs do not interfere in the economic activ- 
ities of energy enterprises, with the exception of the 
emergency situation conditions specified by legislation 
of the Russian Federation and its entities. 


The requirements for the economic efficiency and com- 
petitiveness of Russia’s energy enterprises in the 
domestic and foreign markets will lead to the large-scale 
reorganization of the TEK’s production structure, to the 
extinction of certain old energy sources and to the 
development of new ones. During the drafting of the 
Energy Strategy, this complicated process was modeled 
on the specific participation of existing and new fuel and 
energy centers in domestic markets (for the country’s 
regions), and in the markets of the near and far abroad. 
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Two qualitatively different stages stand out in the reor- 
ganization of power engineering’s production structure. 


.a the first stage (the next 3-5 years), the competitiveness 
of Russian energy resources is determined not so much 
by new investment projects as by the ability of enter- 
prises to adapt their own operating costs to the con- 
stantly changing market conditions inside Russia and to 
obtain quotas and licenses for entering foreign markets. 
During this period, the main thing is the survival of the 
energy enterprises under the conditions of the increasing 
non-payments, the acute lack of working capital and the 
progressive aging of fixed capital given the shortage of 
funds even for its repair and maintenance. Apparently, 
large associations like RAO Gazprom and RAO YeES 
Rossii [Unified Power System of Russia] will be able to 
endure this, but the fate of smaller associations and 
independent enterprises will depend entirely on the 
effectiveness of the government’s measures for stabi- 
lizing the situation in the TEK. 


Such measures should include: 


—overcoming the non-payment crisis through the 
paying off of state debts to the budget-controlled 
enterprises which are consumers of energy resources, 
the compulsory granting of credit for payment for the 
energy resources of bankrupt debtors and the 
improvement of the draft system of payment for 
energy resources, in particular, through their compul- 
sory repayment using shares of the debtor enterprises; 


—gradually increasing the prices for energy resources 
until, in 1995-1996, they come into line with world 
prices; 


—establishing specialized investment funds at the dis- 
posal of joint-stock companies through deductions 
from the production cost of products with the right to 
use them only for capital investments in power engi- 
neering and energy conservation; 


—and establishing an insurance fund from TEK royalty 
payments for the social support of workers of idled or 
closed fuel and energy enterprises. 


The successful functioning of the indicated crisis-solving 
measures and others will make it possible in the stage in 
question: 


—to ward off an incipient slump in gas production, to 
restore its pre-crisis level in 1995 and to increase 
steadily the production of gas in developed regions with 
the expansion of the throughput capacity of the existing 
gas pipelines and the building of a new export gas 
pipeline across Belarus and Poland into Central Europe; 


—to slow down and, in 1996-1997, to stop (at the level of 
280-330 million metric tons per year) the slump in the 
production of oil and condensate and to begin the 
renovation of the oil-refining industry with an increase 
in the extent of oil refining to 67 percent in 1997 and 
enhancement of the quality of petroleum products; 








22 RUSSIA 


—to stop by the end of the stage the overall slump in coal 
mining at the level of 270-280 million metric tons per 
year while continuing the structural reorganization of 
the sector in favor of open-pit coal mining in the 
country’s eastern regions with a gradual controlled 
reduction in shaft mining and the closing of unprofit- 
able enterprises; 


—to increase substantially the energy and economic effi- 
ciency of electric power engineering through the with- 
drawal from operation and the renovation of obsolete 
and worn-out equipment while increasing the propor- 
tion of the combined generation of electricity and heat 
and reducing, when electric consumption drops, basi- 
cally the condensation generation of electricity; 


—to maintain the AESs’ generation of electricity in 
regions where they are economically efficient while 
decreasing it in the rest of the regions in conformity 
with the reduction in electric consumption, pro- 
ceeding on the basis of the competitiveness of the 
AESs with electric power plants using organic fuel; 


—and to stimulate the interest of consumers in the use of 
alternative energy sources, including non-traditional 
renewable ones. 


The energy resource production dynamics proposed in 
the Energy Strategy will make it possible not just to 
supply completely Russia’s domestic energy consump- 
tion, but also to increase somewhat the exporting of 
energy resources to the CIS countries and the far abroad 
while improving its structure in favor of the converted 
energy resources. 


In the second stage (up to the end of the period in 
question), the improvement of the TEK’s production 
structure will be ensured by the conditions of the com- 
petitiveness of Russian energy resources in the markets 


Electricity Production in Billions of Kilowatt-Hours 
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of the far and near abroad with the energy resources of 
other regions of the world and in domestic markets (for 
the country’s regions), proceeding on the basis of the 
competition among the large fuel and energy joint-stock 
companies with one another and with local fuel and 
energy enterprises. 


III. Science and Power Engineering 


Over the course of almost the last 50 years, nearly all the 
basic and applied scientific problems in the area of power 
engineering were solved by the forces of Russian science. 
For a number of directions, first and foremeost, those 
associated with the transmission of electricity over 
extremely long distances with high-voltage alternating 
and direct currents, with the establishment of new- 
generation, safe AESs, with the high-efficiency combined 
generation of electricity and heat, and with the extremely 
long-distance pumping of large amounts of natural gas 
through gas pipelines up to 1.4 meters in diameter, 
domestic developments are in no way inferior to the best 
world achievements. 


At the same time, for other directions, including steam- 
and-gas and gas-turbine electric power plants, the solu- 
tion of the ecological problems in electric power engi- 
neering, the reduction of non-production losses of 
electricity and heat during their transporting and distri- 
bution among end consumers and the automation of 
technological processes during the production of elec- 
tricity and heat, Russian developments have lagged 
behind the leading foreign ones to one degree or another. 


The changes occurring in the country’s social system and 
in economic relations have sharply reduced the oppor- 
tunities for the state to finance scientific and technical 
progress from federal budget funds. But, at the same 
time, the state should retain for itself the important 
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levels of determining influence on scientific and tech- 
nical progress in power engineering. 


In the next few years of the transition period, serious 
financial support of the most important directions of 
scientific and technical progress should be maintained 
through the use of state budget funds, ones like: 


—preserving the environment in the first stage and 
improving it in the next stage; 


—devcloping new, most promising and large energy 
sources which are of nationwide or interregional 
importance in nearly inaccessible regions with an 
undeveloped infrastructure, harsh climatic conditions 
and adverse mining and geological conditions: the 
shelves of the northern seas, the Yamal Peninsula and 
others; 


—large scientific and technical tasks in power engi- 
neering, the realization of which may be of limited 
nationwide importance, but the achievement of the 
final results for which is associated with great rick, 
because of which the commercial structures and sec- 
tors will not want to spend their own funds (thermo- 
nuclear power engineering, superconductivity, space- 
based power engineering, synthetic fuels and so on); 


—ensuring the safety of nuclear power engineering, 
establishing and developing new-generation nuclear 
power plants and localizing (eliminating) radioactive 
waste, first and foremost, the long-lived and most 
dangerous types; 


—developing technologies and equipment which will 
ensure the acceleration of oil and gas prospecting 
operations, a reduction in the time frames and the 
expenditures for the conversion of geological hydro- 
carbon resources into industrial reserves with an eco- 
nomic assessment of their development, mobile pros- 
pecting and surveying equipment suitable for use 
within the framework of small and medium-sized 
business in the area of the geological surveying of 
locally important, small hydrocarbon deposits; 


—and enhancing the efficiency of the transporting of 
natural gas over great distances, including by con- 
verting it into other types of energy resources. 


The country’s scientific and technical development 
should be geared toward the highest world standards and 
conform to them right away where this is possible and 
over time where this is difficult. 


One necessary thing is the participation of Russian 
enterprises (companies) in the development of interna- 
tional projects which give them the right to make subse- 
quent use of the knowledge accumulated through joint 
efforts. 


The solving of applied scientific and technical problems 
with state financial support should henceforth be carried 
out basically within the framework of the state scientific 
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and technical programs, Ecologically Clean Power Engi- 
neering and Progressive Technologies for the Integrated 
Development of the Fuel and Energy Resources of 
Russia’s Mineral Deposits. Basic research in the sphere 
of power engineering should be conducted in accordance 
with the Russian Academy of Sciences’ programs and 
plans. 


Other directions of scientific and technical progress in 
the country’s fuel and energy complex, as well as in the 
power engineering and electrical engineering industries, 
should be implemented within the framework of the 
sectorial programs financed from the assets of the budget 
funds of joint-stock companies, of non-budget funds, of 
commercial structures, and of individual interested com- 
panies, enterprises and organizations. At the same time, 
here as well, the state should retain for itself the possi- 
bility of exerting specific influence on the entire process 
of scientific and technical progress, especially in the 
initial state (in the next 2-3 years). 


In electric power engineering, scientific research and 
development in the long run should be aimed, first and 
foremost, at increasing the reliability, safety and effi- 
ciency of the electric and heat supply while steadfastly 
maintaining the requirements for protection of the nat- 
ural environment. In order to solve these problems, it 1s 
necessary to Gevelop and to organize the production of 
equipment for using qualitatively new technologies. 


First and foremost, scientific and technical progress in 
electric power engineering should be 2imed at the devel- 
opment and widespread use within the country of steam- 
gas electric power plants which operate on natural gas 
and at the renovation of existing steam-turbine thermal 
electric power plants which operate on gas. During this 
same period, the feasibility of the industrial use of 
thermal electric power plants with solid-fuel fluidized- 
bed furnaces should be demonstrated and the work on 
increasing the level of safety of existing nuclear power 
plants should basically be completed. 


Special units for cleaning sulfur oxides from flue gases 
should be developed by 1995-1997 and their installation 
begun at thermal electric power plants under construc- 
tion. During the subsequent period, they should become 
widely used at existing thermal electric power plants. 


During the period up to 1995, the development and 
testing of pilot models of wind-driven electric plants 
with unit capacities of 100 kilowatts and 250 kilowatts 
should be completed and series production begun of 
new-generation solar collectors, of amorphous-silicon 
photoelectric modules, of portable, self-contained pho- 
toelectric stations, of prefabricated-collapsible solar 
water-pumping units, of free-standing mini- 
hydroelectric power plants, and of other types of units 
which operate on non-traditional renewable energy 
sources, including geothermal, solar and biomass. In 
1995, a set of operations should be performed in the area 
of hydrogen power engineering, the ecologically safe 
localization of radioactive waste and the production and 
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use of a water-coal slurry for power-engineering pur- 
poses. Planned for 1995 are the manufacture and testing 
of a pilot model of highly economical electrolyzers with 
a solid polymer electrolyte and, in 1996, the placement 
into operation of an experimental industrial module of a 

hemical membrane process for producing 
hydrogen from sulfur-laden natural gas, of an experi- 
mental hydrogen power plant and so on. 


In the mid-term plan (the period up to 2000-2003), the 
basic directions of scientific and technical progress 
should be the demonstration of the feasibility of the new 
generation of safe nuclear power reactors currently under 
development, of ecologically clean, solid-fuel thermal 
electnc power plants. of high-efficiency photoelectric 
converters, of wind-driven power plants, and of technol- 
ogies for the gasification of biomass. In 1998, in partic- 
ular, a pilot power-generating unit using Kansko- 
Achinsk coal with gradual burning of pre-heated coal 
dust and using cloth filters to trap ash and sulfur oxides 
should be built. Planned for the year 2000 is the piace- 
ment into operation of a pilot steam-and-gas plant with 
a capacity of 300 megawatts, which operates on inferior- 
quality Donetsk anthracite culm, which is burned in a 
furnace with a circulating fluidized bed and equipped 
with an electrostatic precipitates with an alternating 
voltage. 


Prior to the beginning of the next century, it is contem- 
plated that the work on plans for a new generation of safe 
nuclear power plants will be completed and pilot power 
units with VVER-!000 [water-moderated water-cooled 
power reactor], VPBR-600 and VVER-500 reactors will 
be placed into operation. 


The tasks of scientific and technical progress in the 
long-term plan (up to 2010) should be associated with 
the development of a new generation of safe nuclear 
power plants, including ones equipped with fast reactors, 
and the development of technologies for the safe local- 
ization (elimination) of long-lived and especially dan- 
gerous radioactive wastes. During the period up to 2010, 
the feasibility of the large-scale use of high-efficiency and 
inexpensive photoelectric converters and also of fuel 
cells with intracyclic gasification of coal should be dem- 
onstrated. By the same time frame, it is necessary to 
perform scientific research on the non-traditional con- 
cept of a nuclear plant with natural safety. 


In the short-term and mid-term plans, a great deal of 
work must be done on increasing the technical levcl of 
the country’s heating industry. Solid-fuel boiler plants 
should be equipped with low- and medium-capacity 
boilers with fluidized-bed furnaces and ones with a 
circulating fluidized bed, as we'l as ones which operate 
on a water-coal slurry. It is i.ecessary to develop gas- 
cleaning systems for them, including ones not just for 
trapping ash, but also, when need be, for removing sulfur 
and nitrogen. 


For small and medium-sized consumers, including 
widely scattered ones, self-contained mini-TETss [heat 
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and power plants] or heat-generating plants, as well as 
various types of heat-pumping plants, are needed. 


Future heat sources should be reliable, mechanized and 
automated, manufactured as complete sets at the plants 
(or consist of manufactured units) and be safe and 
ecologically clean so that they could be installed at the 
consumers’ places (or in consumption centers). 


New methods, technologies and equipme.tt will be intro- 
duced for prospecting for and surveying oil fields, 
including deep-seated horizons, unmapped traps, high- 
viscosity oils, natural bitumens, low-permeability reser- 
voirs, gas condensate and natural gas in order to increase 
the resource supply of the country’s oil and gas complex 
and the number of proven recoverable reserves of hydro- 
carbon raw material. It will still be necessary to increase 
labor productivity seriously at drilling operations 
through the development over the course of 1994-1997 
of new methods for crushing the mined rock. 


Work is supposed to be completed not later than 1996 on 
the development of promising technologies for 
extracting hydrocarbons from the mineral sites, on the 
effect of vibration waves and electrohydraulics on 
deposits, on increasing the pools’ oil yield and on 
increasing the capacity of oil production by using eco- 
logically safe biotechnologics and biopolymers. 


Needed are the development of equipment and technol- 
ogies which ensure an increase in the degree of use of 
petroleum gas up to 91-95 percent as opposed to 74-75 
percent at present, an increase in the production, from 
natural and petroleum gas, of long distillate of lighi 
hydrocarbons and condensed gas by a factor of 2-3 and 
of ethane by a factor of 8-10; and the formation of 
integrated gas-processing plants which ensure efficient 
use of hydrocarbon raw material and non-hydrocarbon 
components (sulfur, helium, carbon dioxide and 
nitrogen) of natural and petroleum gas. 


Provision has been made for the widespread introduc- 
tion of progressive technologies and new types of oil- 
industry and repair equipment for increasing efficiency 
in opening up productive pools by 10-15 percent while 
developing oil, gas and gas condensate fields, increasing 
by 3-4 percentage points the mean-time-between-repairs 
period for the operation of weils and reducing by a factor 
of 1.5-1.7 the labor-intensiveness of oil production. 


The annual productivity of a drilling rig will be increased 
by a factor of 1.8-2 and the productivity and labor- 
intensiveness of well construction by a factor of 1.5-2.2. 


Technologies and equijment should be developed, 
which ensure the thorough extraction of valuable com- 
ponents from gas and the efficient use of crude gas, 
which will make it possible to satisfy the growing needs 
of the national economy for long distillate of light 
hydrocarbons, sulfur, helium motor fuel and raw mate- 
rial for the proc:.ction of plastics. 
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Serious problems must be solved in the area of gas 
transporting. A large scientific and production problem 
is maintaining the system of cross-country pipeline 
transport in working condition. 


In order to reduce the energy-intensiveness of gas trans- 
porting by 20-25 percent and to reduce labor- 
intensiveness by a factor of 2-2.5, it is necessary to 
develop and to introduce automated GPAs [gas- 
pumping units] with an efficiency of 35-36 percent (in 
particular, through the use of regenerators with a high 
degree of regeneration—81-87 percent). 


The prospects for hydrocarbon production are associ- 
ated with the development of oil and gas fields on the 
continental shelf. First and foremost, technologies and 
equipment will be developed and placed into service for 
fields: 


—in shallow-water areas—with a sea depth of down to 
20 meters (the Kruzenshternovskiy and Kharasavey- 
skiy gas-condensate fields in the coastal area of the 
Yamal Peninsula, the Prirazlomnyy oil field in the 
region of the Pechora Bay and others); 


—and in areas with a sea depth of down to 50-150 meters 
(the Leningradskiy and Rusanovskiy gas-condensate 
fields in the Kara Sea and others). 


Using the resources of the conversion sectors and indus- 
trial cooperation with leading foreign firms, developed 
and placed into service in production will be highly 
efficient systems and equipment for conducting off- 
shore geophysical and engineering-geological operations, 
modern equipment for drilling off-shore wells down to 
6,500 meters deep, and reliable equipment for field 
facilities for producing and preparing for transport oil 
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and gas from off-shore fields, including a unique ice- 
resistant deep-sea platform for a sea depth down to 400 
meters. 


In the coal industry, enhancement of productivity and 
safety and improvement of working conditions during 
the mining, preparation and processing of coal will be 
achieved by the development and placement into service 
during the period up to the year 2000 of technologies and 
equipment which permit: an increase in the level of 
mechanization of the mining of coal seams using short- 
walls in complicated mining-and-geological conditions, 
the mining of coal from steep seams using hydraulic 
mining, the working of flat coal seams leaving the rock 
completely in the mine shaft and of highly-gaseous flat 
seams using inert means; non-traditional underground 
coal mining and the removal of coal seams using the 
hydraulic pulse method; underground coal mining using 
physico-chemical, vibration-pulse and other actions on 
the coal seam; the ecologically clean preparation of coal 
and the transporting and burning of water-coal slurry. 


Among the most important intersectorial scientific and 
technical problems, the solving of which is necessary for 
enhancing the technical level of power engineering, are: 


—systematic investigation of the interconnection 
between socio-economic progress and the develop- 
ment of the energy industry and substantiation of the 
strategies for the development of Russia’s fuel and 
energy complex as part of the world energy industry; 


—studying the impact of the energy industry on the 
environment on local, regional and global levels, 
increasing the trustworthiness of the predictions of 
global changes in climate and investigating the possi- 
bilities for preventing them or adapting to them; 


Oil Refining and the Production of Petroleum Products in Millions of Metric Tons 


Nepepateres eagre 
i cenemmcsiiedliadidneecidaibell 


Ee 















































Key:—1!. Oil Refining—2. Gasoline—3. Diesel Fuel—4. Fuel Oil 











26 RUSSIA 


—of the prediction of the development of equipment 
and technologies of the future in the area of the 
production, conversion and use of fuel and energy 
resources for the formation of long-term programs and 
plans and of the organization of specific anticipatory 
scientific research; 


—of hydrodynamics and gas dynamics, of heat exchange 
and mass transfer, of burning and other chemical 
transformations with respect to processes which occur 
in energy and environmental protection equipment 
(for its designing and operation), 


—the strength and properties of materials used in power 
engineering and the development of new, promising 
materials; 


--thermonuclear fusion; 


—and information science and materials and principles 
for the development of equipment and automation 
systems which provide the basis for scientific and 
technical progress in power engineering. 


IV. Means and Mechanisms of the Energy Policy 


The rapid entry of Russia into the market assumed a 
slowing down of the inflation rate and the production 
slump. However, the purely monetaristic approach proved 
to be futile, because, without proper social protection of 
the populace during the reform period, it only aggravated 
the crisis events in the economy and it began to drag 
Russia into the trap of delayed development. Purposefully 
continuing a policy of intensification of the reforms, at the 
same time, the Russian Government is changing the 
reformist tactics on the run. Especially since, due to a 
number of reasons, there emerged a real prospect of 
exhausting the raw material, finished material and labor 
foundations of the economy. 


In this complicated situation, the reformers’ eyes have 
again turned to the fuel and energy complex. After all, 
according to the data of the Russian Academy of Sci- 
ences’ Central Economic-Mathematics Institute, around 
two-thirds of the profit created in the material produc- 
tion sectors is accumulating in it and, for good reason, in 
the Energy Strategy, it is being assigned the role of a 
unique locomotive for the economic transformations. In 
looking for means and mechanisms which, figuratively 
speaking, would set this locomotive going at full speed, 
the drafters of the prospective directions for developing 
power engineering came to the conclusion that, during 
the reform era, in view of the sector’s special features 
and with due consideration of the world experience, 
combining the methods of direct state regulation of 
power engineering with the active formation of a state- 
controlled energy market is the most acceptable. 


State regulation of power engineering will be accom- 
plished through the selection of vitally important direc- 
tions for the TEK’s development and selectively sup- 
porting them, developing them and providing purposeful 


FBIS-USR-94-042 
21 April 1994 


federal investment programs, especially programs pro- 
moting energy conservation and scientific and technical 
progress and the development of ecologically safe and 
non-traditional energy sources. 


The state recognizes and guarantees the equal rights of 
all types of ownership of the property and products of the 
fuel and energy complex for the purposes of eliminating 
the monopolization of energy production and the energy 
supply, reducing the cost of fuel and energy for con- 
sumers arid creating a strong economy. 


The state is shaping the energy market using price and 
tax policies which ensure the elimination of the distor- 
tions of the prices for energy resources and other fuels. 
The transition to reasonable fuel prices will be constantly 
guided by the world market prices and will ensure a 
reduction of taxes on the processing industry and the 
service sphere through royalty payments and taxes on the 
excess profits of fuel enterprises. A subsequent policy for 
forming a competitive environment in power engi- 
neering will be pursued through the establishment of 
valuable economic market entities and a market infra- 
structure. There will be improved laws and an ade- 
quately complete system of standard acts regulating the 
mutual relations of the market entities with one another, 
with the organs of state management and with the public, 
as well as a set of incentives and conditions for energy 
conservation. An active investment policy will be pur- 
sued through the creation of conditions for the self- 
financing of fuel and energy enterprises and the expan- 
sion of the circle of investors while capital investments 
from the budget will be minimized. 


Let us examine these means and mechanisms of the new 
Energy Strategy in more detail. 


The price and tax policies pursued by the state will be 
aimed at a gradual transition to price parity for the basic 
groups of goods: industrial products, consumer goods 
and energy resources with due consideration of the level 
of wages and other incomes of the citizenry. 


The upper limit of domestic wholesale prices for energy 
resources will be the level of world prices with due 
consideration of the corresponding ruble exchange rate, 
as well as of the costs for transporting and selling the 
energy resources. 


The lower limit of the control range of prices will be 
determined by the cost of the “strenuous self-financing” 
of the energy enterprises, one which ensures that they do 
not operate at a loss (with the partial exception of coal 
mining) and ensures the needed investment amount for 
retooling and development and for deriving an adequate 
profit. 


Artificially supporting prices below this level, main- 
taining the economy’s energy-wasting nature, would 
require enormous budget subsidies for supporting the 
TEK (around 100 million rubles annually), which would 
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lead to the additional taxation of other sectors of the 
economy. Thus, the state will no longer subsidize the 
TEK. 


Within the boundaries of the designated price limits, the 
state will pursue a policy of differentiated price setting 
for individual energy resources, taking into account their 
consumer value and the energy producers’ monopoly, 
being guided by the following principles; 


—prices for non-monopolized types of energy resources: 
for oil and petroleum products, steaming coal and 
local types of fuel which are not technologically irre- 
placeable for consumers should be unregulated; 


—delivery conditions and wholesale prices should be 
regulated for irreplaceable types of fuel and energy: 
coking coal and coke for metallurgy, steaming coal, 
peat, shale, natural and incidental gases for consumers 
outside the Unified Gas-Supply System’s coverage 
area. These prices are set based on a contract between 
the energy product supplier and the energy consumer 
under arbitration control on the part of the regional 
power commissions; 


—prices for electricity and heat from centralized sources 
should be established by the regional power commis- 
sions; 


—prices for piped natural gas in the coverage area of the 
Unified Gas-Supply System’s “natural’’ monopoly, as 
well as for condensed gas and electricity for the public, 
will be established by the state at the federal level. 


Structure of Centralized Heating (2000 AD) in Millions of Gigacalories 
Crpyerypa wextpasmsosanuoro omirycxa renaa (2000r.) 
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Prices for gas, taking into account its consumer value, 
should not be lower than the prices for fuel oil, steaming 
coal and other boiler and furnace fuel for consumers in 
an area where energy resources are interchangeable. 


State regulation of energy resource prices will limit the 
energy enterprises’ level of profitability. A progressive 
tax on excess profits in the fuel sectors, especially in the 
gas and oil sectors, as well as an increase in the share of 
the royalty component in the price for natural energy 
resources as payments for the mineral resources, will 
make it possible to reduce gradually the taxes on profit 
and value added in the processing industry. 


Indirect regulation of prices for oil and petroleum prod- 
ucts will also be carried out by means of customs duties 
on their exporting. 


Selective protectionism for energy-intensive enterprises 
vitally important for the country’s economy and defense 
will become an integral part of the state’s price and tax 
policies. 


The formation of a competitive environment in the TEK 
is aimed at reducing production costs and the cost of fuel 
and energy and enhancing the quality of energy services 
rendered to the consumer. It will be carried out mainly 
through the denationalization of TEK enterprises, pri- 
marily through conversion to joint-stock companies. 


For the purposes of consolidating the interests of federal 
and regional structures, energy resource producers and 
consumers, TEK enterprises and related industries 
(machine building, metallurgy, the construction complex 
and others), the state will encourage the establishment of 
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mixed joint-stock companies with proportional partici- 
pation of all the interested structures, including foreign 
partners as well. To this end, the participation of Russian 
structures in the conversion of TEK enterprises and 
related sectors in CIS countries and other foreign states 
to joint-stock companies will also be encouraged. 


As market relations develop, the privatization of existing 
TEK enterprises, carried out in conformity with federal 
and regional privatization programs, and the establish- 
ment of new private and joint-stock structures will be of 
ever greater importance. 


At the same time, the state, through the Russian Mint- 
openergo [Ministry of Fuel and Energy], exercises con- 
trol over the efficiency of the use of production funds 
and natural resources in the energy complex regardless of 
the forms of ownership of the managing entities. 


By granting specific advantages to small and medium- 
sized business, the state will simultaneously encourage 
the formation of large, integrated power companies 
encompassing the various stages of the production, con- 
version and distribution of energy resources and will 
render support to the forming of transregional struc- 
tures, especially oil and gas ones, which provide an entry 
for Russian capital into the world market. 


Along with the establishment of economic structures 
right in the TEK sectors, the state ensures the formation 
of the corresponding enterprises and organizations of the 
market infrastructures (banks, exchanges, insurance 
innovation companies, consulting, marketing and fore- 
casting firms and others). 


During the conversion to joint-stock companies and the 
privatization of TEK enterprises, the state will not 
permit the establishment of new monopoly structures in 
the sphere of the fuel and energy supply, ensuring at the 
same time that the unity of technologically associated 
enterprises is maintained. 


As a result of denationalization, conditions will be 
created for fuel and energy consumers for selecting the 
most advantageous energy suppliers, who will be com- 
peting among themselves in the domestic market. 


The Energy Strategy provides for the promotion of 
investment processes. It will be achieved, first and 
foremost, through the creation of favorable fiscal and 
economic conditions for the self-financing of TEK enter- 
prises while society’s costs for the energy supply are 
minimized (thanks to competition). 


To this end, the practice of using accelerated deprecia- 
tion of capital stock will be introduced, the procedures of 
which will be regulated precisely. 


In view of the limited opportunities of the investment 
complex during the transition period, the state, first of 
all, will create favorable conditions for concentrating the 
efforts of the machine-building industries and the con- 
struction and installation organizations in the direction 
of massive retooling of the existing TEK enterprises (tax 
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breaks and preferential investment credits). This will 
ensure a reduction in the time frames for modernization 
and will make it possible to increase the needed con- 
struction starts for new energy installations. 


The priority given to the widespread retooling of TEK 
enterprises will be maintained up to the year 2000. 


At the same time, the construction will be continued, in 
optimum proportions, of new energy capacities needed, 
including those for maintaining the scientific, technical 
and skill potential of the related sectors of domestic 
machine building, metallurgy and the construction base. 
Maintaining and developing this potential will make it 
possible to ensure proper development of the TEK and 
the entire Russian economy. 


In order to develop new production capacities and large 
deposits of energy resources, the state will encourage the 
expansion of the circle of investors in the TEK through 
the accumulation of the funds of domestic and foreign 
consumers of fuel and energy and of the public through 
the establishment of non-budget-controlled and special- 
purpose federal sectorial and regional funds and invest- 
ment companies. 


The attracting of investors of other forms of ownership 
in order to finance state programs on terms economically 
attractive for them will become the state’s primary task. 


The basic forms of state incentives for and assistance 
rendered to non-state investors in the realization of these 
programs will be: 


—the direct proportional participation of the state in the 
development of industries needed by society and, in 
particular, the granting of up to 25-40 percent of the 
preferential state investment credit to the private 
investor or direct state capital investments; 


—the full or partial exemption of these investors from 
the capital investments tax and the value-added tax; 


—and a tax exemption during the first 3-4 years of 
operation of new enterprises and industries. 


Based on the extent of the development of market 
relations, the relationship between the three basic 
sources of financing of investments in the TEK will also 
change; the role of budget resources will decrease, while 
the share of the financial resources of the TEK enter- 
prises and outside resources will increase. Roughly 
speaking, the share of the latter two may reach 70-80 
percent by the end of the period in question. 


In all instances, the centralized investment resources will 
be allocated based on the principles of return, efficiency 
and special-purpose use. 


With the exception of special instances, the state guar- 
antees various investment opportunities for domestic 
and foreign investors. 
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The set of incentives and conditions for energy conser- 
vation and increasing efficiency in the use of energy is 
necessary for the realization of the enormous potential of 
energy savings in Russia—around 500 million metric 
tons of equivalent fuel or 40 percent of the current 
energy consumption. Depending on the intensity of 
energy conservation, Russia’s need for energy may either 
double or remain at the existing level right up to 2010 
with a twofold increase in the standard of living for the 
country’s populace. 


The world experience of the last few decades has shown 
that intensification of energy conservation is impossible 
without a repeated increase in energy prices. The new 
price policy provides that domestic prices should come 
radically closer to world prices and thereby create the 
main incentive for energy savings. 


But that same world experience testifies to the inade- 
quacy of just price incentives for the pursuit of an 
effective energy-conserving policy. Needed are addi- 
tional economic and purely standard measures, as well as 
a lot of informational and promotional work so that 
energy conservation would replace energy wastefulness 
as the overall living style of society. A correct price 
policy and the capable use of the entire set of named 
measures will make it possible, by the year 2000, to 
realize no less than half of the available energy conser- 
vation potential and to use it fully within economically 
efficient limits by 2007-2010. 


Being drafted and put together is a Russian Energy Code, 
a new set of standard and legislative acts. Its basic 
document will be the Russian Federation Law on a 
Fundamental Federal Energy Policy (Fundamental Leg- 
islation), in which the authority and responsibility of the 
federal and regional organs in matters of the shaping and 
realization of the Energy Strategy will be defined pre- 
cisely, the role of the state in the development and 
management of the TEK will be spelled out and the basic 
statutes on the energy market will be defined. 


The set of acts will include the laws: 
—on mineral resources, 
—on oil and gas, 


—on energy conservation and the efficient use of fuel 
and energy, 


—on electric power engineering, 

—on the use of nuclear energy, 

—on the use of non-traditional types of energy, 
—on the ecological safety of TEK installations, 


—on labor protection and safety in the coal industry and 
others. 


Needed in addition to the Energy Code are refinement 
and adjustment of the general economic legislation with 
respect to the special features of the TEK’s activities. 
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The individual standard decisions, which reinforce the 
Strategy’s statutes and mechanisms, in conformity with 
the authority provided by the Federative Agreement, 
will be adopted by edicts of the Russian President, 
decrees of the Russian Government and legislative acts 
of the Russian Federation’s entities. 


V. Russia’s Energy Balance 


The opportunities for the development of the fuel and 
energy sectors have been shaped on the condition that the 
needs for basic energy resources for Russia’s regions, as 
well as the exporting needs, will be satisfied. 


The oil production forecasts for the short term are being 
determined by the time frames for overcoming the 
investment crisis and the shortage of equipment (which 
is directly associated with the real liberalization of 
petroleum product prices and the creation of a favorable 
climate for foreign investments), while those for the long 
term are being determined by the competitiveness of 
Russian oil in the world market, which depends, in 
particular, on the dynamics of the world oil prices. 


The most optimistic forecasts for the development of oil 
and condensate production foresee an end to its decrease 
in 1995 (315 million metric tons) with a subsequent 
increase up to 325 million metric tons by 2000 and 340 
million metric tons by 2010—proceeding based on the 
efficiency of Russian oil given the high levels of world 
prices. More restrained assessments predict a continua- 
tion of the oil production slump until 1996 (280 million 
metric tons), a moderate increase by 2000 (up to 310 
million metric tons) and a small increase with subse- 
quent stabilization at a relatively low level (320 million 
metric tons) until the end of the period in question—in 
the instance of low world oil prices. 


Liquid distillates obtained during the production and 
processing of natural gas will make a larger and larger 
contribution to Russia’s oil balance, while the national 
economy’s motor fuel supply will be obtained to an ever 
greater extent through the intensification of oil refining. 


The dynamics of coal mining up to the start of the next 
century will be determined by the degree of success in the 
formation of new economic and fiscal relations in this 
sector. A key question will be the level of the state- 
regulated prices for natural gas—coal’s basic competitor 
among the greater portion of consumers. If the policy 
followed up till now of artificially understating gas prices 
is maintained for several more years, then the coal 
industry in the overwhelming majority of Russia’s 
regions will not be able to exist without large state 
subsidies, i.e., it will be doomed to a low level of 
efficiency and, consequently, a continuing production 
slump with a “postponed” increase in unemployment 
and a heightening of social tension. Coal mining in the 
country, based on this version, will decrease to 300 
million metric tons in 1996 and will increase to a mere 
310 million metric tons by 2000. 
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Natural Gas Exporting in Billions of Cubic Meters 
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If, however, gas prices are rapidly brought into line with 
world prices within the framework of a financial stabili- 
zation policy, then, the market prices for coal will rise 
correspondingly and the majority of coal enterprises will 
be able to provide the necessary self-financing of invest- 
ments in the renovation and development of production. 
This will make it possible, by 1995, to stabilize and then 
to increase coal mining up to 320 million metric tons by 
2000. 


The subsequent dynamics of coal mining will, to a 
significant extent, be determined by the successes in the 
development of ecologically acceptable technologies for 
using coal and developing the Kansko-Achinsk Coal 
Basin. Decisive here, as before, is the matter of coal’s 
competitiveness with natural gas, but, because of the 
ecological problems’ importance, it will be perceived 
through the pace of the development of new technologies 
for mining and using coal. Given the successful develop- 
ment of domestic technologies or the large-scale use of 
foreign technologies, coal mining may increase up to 345 
million metric tons in 2010 (the high version). If these 
processes are delayed, large-scale development of the 
Kansko-Achinsk Basin will go beyond the limits of the 
period in question and coal mining in 2010 will not 
exceed 325 million metric tons. 


Gas prices will also determine to a significant extent the 
prospects for developing nuclear power engineering. The 
total capacity of the AESs, after its decrease to 15-17 
gigawatts in 1997-1999, will then increase by 2010 up to 
30-33 gigawatts in the optimistic version of the develop- 
ment of nuclear power engineering and up to 22-24 
gigawatts in the moderate version. 


The use of renewable energy sources—traditional (water 
power and wood) and non-traditional—will increase 


throughout the entire period in question, reaching 100 
million metric tons of equivalent fuel by 2010 in the 
optimistic version and 65 million metric tons of equiv- 
alent fuel in the moderate version. But, in all instances, 
these energy sources, just like nuclear energy, will not be 
able to exert decisive influence on the stability and 
efficiency in meeting the country’s domestic needs for 
energy and the exporting needs. 


The gas industry will be the main means for solving these 
problems throughout the entire period in question. 
Based on the results of the optimization of Russia’s 
energy balance regionally, the needed volumes of gas 
production amount to 650-655 billion cubic meters in 
1995, 715-730 billion cubic meters in 2000 and 785-820 
billion cubic meters in 2010. At the same time, the 
development of the gas industry is in line with the 
traditional directions for the gasification of the national 
economy. Under the new conditions, a policy of more 
intensive gasification of the national economy with the 
development of new markets for natural gas and an 
increase in the efficient use of gas among traditional 
consumers is economically justified and should be pur- 
sued. 


Electric power engineering is the heart of Russia’s energy 
complex, meeting the needs of the national economy 
with the most ecologically clean and adptable energy 
resource. Electricity production in Russia, after drop- 
ping to 940 billion kilowatt-hours in 1995-1996, will 
increase up to | ,040-1,050 billion kilowatt-hours in 2000 
and up to 1,270-1,300 billion kilowatt-hours in 2010. It 
is precisely in electric power engineering that there will 
be the fullest realization of the interchangeability and 
competition of all types of fuel (its expenditure will 
decrease from 370 million metric tons of equivalent fuel 
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in 1992 to 345 million metric tons of equivalent fuel in 
1995, then be restored by 2000 and increase up to 
415-420 million metric tons of equivalent fuel by 2010) 
among one another and with other energy resources— 
nuclear energy and water power and non-traditional 
energy sources. 


The national economy’s centralized heating specifically 
for Russia’s energy complex also performs in it the same 
integrating functions as electric power engineering. 
Determining the efficient levels for centralizing the heat 
supply (while a market economy creates additional 
incentives for decentralization) and efficient scales for 
power and heat generation (the combined production of 
heat and electricity) has become the main task of the 
optimization of the national economy’s heat supply. 


Inasmuch as more than 35 percent of all the energy 
resources consumed in Russia goes for heating needs, 
then another task (closely associated with the stated 
ones) is the selection of optimum combinations in using 
the various types of fuel and nuclear and non-traditional 
energy sources for heating needs. 


Thus, the new structural policy for energy resource 
production for the next 15-20 years envisions keeping 
organic fuel as the foundation of Russia’s fuel and energy 
balance. 


VI. Russian Energy Diplomacy 


The TEK’s most important task is restoring its positions 
in the world energy market, in volumes which meet the 
objective efficiency of Russian energy resources, and 
raising the country’s economy and the prosperity of the 
populace. 


Doing this will be very complicated after the loss of the 
oil markets and part of the gas markets in the countries 
of Eastern Europe and the Baltics because of the decrease 
in world oil prices and the strong competition in the 
European gas markets. 


The analysis of and forecast for the energy markets of 
Europe and the Far East show that, in the foreseeable 
future, the exporting of energy resources from Russia 
will not exceed 85 percent of the maximum 1988 level 
given a scenario of low energy consumption and 65 
percent given an enhanced scenario. 


In contrast to the USSR, which was the world’s largest 
exporter of energy resources, but which used the enor- 
mous currency revenues to support military confronta- 
tion under the conditions of a ‘‘closed”’ economy, Russia 
should promote to the maximum extent the integration 
of the domestic economy into world economic relations. 


On the one hand, this signifies a need to reconcile 
domestic and world prices for energy resources and other 
types of products (and, of course, the wage levels) and, 
on the other hand, opportunities for the widespread 
access of foreign investments (together with technologies 
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and methods for organizing operations) to the develop- 
ment of our energy resources, including for the needs of 
exporting. 


Both these features will radically change the attitude 
toward the assessment of the efficiency of exporting 
projects, replacing the former policy of “obtaining cur- 
rency at any price ”’ with careful economic bases for each 
project, regardless of the extent to which its products go 
for exporting. 


In this way, real economic obstacles to the squandering 
of Russia’s natural resources will be set up, instead of 
paper obstacles. 


Forecasting efficient scales for energy resource exporting 
requires a careful analysis of Russia’s possible role in the 
basic energy markets. 


In the world oil market, even during the years of its 
largest exporting (more than 200 million metric tons in 
1988), the USSR did not manage to have a serious 
influence on the economic market conditions. Moreover, 
this will be hard to do for Russia, which will not be able 
to distribute beyond the borders of the CIS more than 
60-70 million metric tons of oil and petroleum products 
right up to the year 2000 and up to 100 million metric 
tons during the subsequent period. 


This is why, given the forecast for the effective volumes 
of Russian oil’s participation in the world market, it is 
possible to consider its capacity within the stated limits 
to be unlimited and the price of oil as not depending on 
the amounts of Russian exporting. 


As a consequence of an increase in the world prices for 
oil and, what is the main thing, the shift to trading energy 
resources with the CIS countries at world prices, the 
earnings from exporting Russian oil may reach the 1990 
level by 1995 and exceed it by 10-75 percent in 2000 and 
by a factor of 1.6-2.8 by 2010. 


The net profit of Russian enterprises and the state 
(through taxes, royalty payments and customs fees) from 
oil exporting, defined as the difference between the 
earnings from its sale at world prices and the production 
expenditures (capital and current), is estimated to be 
$20-35 billion in 1996-2000 and $70-100 billion in the 
next decade. 


In the world gas markets, in contrast to the oil market, 
Russia can and should play an active role. By providing 
35 percent of the world exporting of natural gas, Russia 
will have substantial influence on the market conditions 
of the European market and establish a Far East market 
for pipeline gas. The opportunities for Russia’s entry 
into the world market for condensed natural gas (SPG) 
also need to be studied. 


Forecasts of the World Energy Council, the European 
Energy Agency and other international organizations 
envision an increase in the share of natural gas in the 
consumption of primary energy resources in Europe in 
the first few decades of the 2Ist Century up to 22 
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percent. The possibilities of satisfying Europe’s demand 
for natural gas using domestic production will decrease 
by 2010 from 66 percent to 44 percent. Russia’s basic 
“internal” competitors in the European market are 
Norway and the Netherlands, while, over time, the role 
of the former will nearly double and that of the latter will 
be cut in half. The promotion of Norwegian gas to the 
European market is being carried out by the state and 
monopolistic structures of Western Europe for both 
economic and political considerations, restraining the 
entry of Russian gas into this market. Nevertheless, the 
volumes of gas production at Norway’s new fields can be 
viewed as a target for competition from and replacement 
by Russian gas. 


Of the natural gas deliveries which are “external’’ for 
Europe, a notable role is played by Algeria’s gas, the 
exporting of which is increasing for existing and new 
contracts and may, in the future, reach 80-90 billion 
cubic meters per year, but a large portion of this volume 
does not enter the area of competition of Russian gas. 


Iran, which has the largest gas resources after the CIS, is 
also contemplating beginning exporting gas to Europe. 
This assumes the construction of gas pipelines across the 
territory of Turkey or Ukraine. Russian gas will be the 
main competitor for Iranian gas. 


During the period in question, it is possible that Nigeria 
and Qatar, where large gas fields have been discovered, 
will join the number of exporters of gas to the European 
market. They are contemplating exporting the gas in 
condensed form primarily to Mediterranean ports and 
probably will not be competing with Russian gas. 


In the opinion of Western specialists, it is possible to be 
quite certain that existing Russian contracts will be 
renewed, although ensuring the conditions required for 
the Russian side presents a serious problem. 


In the future, basic competition in the European market 
will be associated with the entry of “new” gas from 
Siberia (in particular, from the Yamal fields) and the 
Shtokmanskiy Field. This gas will be competing mainly 
with Norway’s “new” gas and may become reserved for 
all of European importing. 


In the Far East region, the gas resources of Eastern 
Siberia and Russia’s Far East will make it possible to 
study the idea of establishing a system of gas pipelines 
into China, North Korea, South Korea and, possibly, to 
Japan. 


According to the assessments of the MMMShM Consor- 
tium [McDermott, Mitsui, Mitsubishi, Shell and Mara- 
thon], given the specified conditions, developing the 
Lunskiy and Piltun-Astokhskiy fields on the shelf of 
Sakhalin Island is economically justified both for Russia 
and for foreign investors. At the same time, the price 
FOB-Sakhalin is being set at $120-140 per thousand 
cubic meters (after liquefaction—for transportation to 
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Japan). There is a variation using Sakhalin gas over a 
system of cross-country gas pipelines into China, North 
Korea and South Korea. 


Other planned developments contemplate establishing a 
system of gas pipelines through Khabarovsk from the gas 
fields of the Republic of Sakha-Yakutia or Irkutsk 
Oblast. With a feed of 16 billion cubic meters of Yakut 
“ per year, its price in North Korea may amount to 

110-130 per thousand cubic meters. All these technical 
and economic developments need refinement and 
serious examination. 


The exporting of other energy resources from Russia— 
electricity, coal and products from its processing and 
other types of fuel—will not play as important a role as 
hydrocarbon exporting. Nevertheless, it is possible to 
talk about very large volumes. In addition, the exporting 
of electricity, especially to CIS countries and to the 
European countries, will be of essential importance from 
the standpoint of preserving the advantages of the Uni- 
fied Electricity System on the territory of the former 
USSR and the former “Mir” Power System on a new 
economic basis and in the new political situation, as well 
as their expansion through the integration of the power 
systems of Western and Eastern Europe. 


Total earnings from energy resource exporting will 
amount to $30-45 billion in 1995 and $35-55 billion in 
2000. Over the upcoming 7-year period (up to 2000), this 
will ensure the receipt of from $230 billion to $330 
billion, i.e., 3-4 times more than the former USSR’s 
foreign debt, the repayment of which Russia has taken 
upon itself. 


The profit from the exporting of energy resources from 
Russia will come to from 40 percent to 55 percent of the 
total amount of earnings, which, in and of themselves, 
will amount during the upcoming 7 years to 5-10 percent 
of the national income. Taking into account the positive 
changes in the economy’s structure, which have been 
caused by the use of the advantages of the international 
division of labor, the proposed energy resource exporting 
policy will ensure an increase in the national income by 
5-7 percent by 2000 and Ly another 8-12 percent by 
2010. 


VII. Ecological Safety and Developing Power 
Engineering 


The development of the fuel and energy complex should be 
ensured with strict observance of the environmental pro- 
tection requirements. Inasmuch as its installations are the 
basic sources of pollution of the air and the surface and 
underground waters and the disturbance of natural land- 
scapes and lands, the TEK should take upon itself the 
basic burden of solving the most important social prob- 
lem—the ecological improvement of the country. The 
realization of this task will require significant material 
and financial resources and an integrated approach to 
developing and operating all the TEK’s units. 
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Around 48 percent of the discharges of harmful sub- 
stances into the open air, up to 36 percent of the draining 
of waste water into natural water reservoirs (including 15 
percent of that polluted above the norm) and more than 
30 percent of the solid wastes which occupy significant 
storage areas must be attributed to the fuel and energy 
enterprises. 


The basic principle for ensuring ecological safety in the 
TEK will be an integrated approach to efficient fuel and 
energy resource use and conservation at all stages of their 
production, processing and consumption on the basis of 
progressive and ecologically clean technologies, 
including the operation of unified power-generating 
units. 


At the same time, the output of products produced in the 
TEK is being increased, ones used as ecologically clean 
energy resources in other sectors of the national 
economy (low-sulfur fuel, high-octane unleaded gasoline, 
binary types of fuel, briquet for domestic purposes and 
the like). 


A significant role in reducing environmental pollution is 
being assigned to the optimization of the fuel and energy 
balance intertwined with the structure and the place- 
ment of other production capacities which are sources of 
discharges of harmful substances, as well as to increasing 
the proportion of centralized heating of industrial and 
social installations. Using new furnaces and ecologically 
clean methods for producing energy will reduce the 
harmful impact on the environment. 


There will be substantial improvement of the system for 
collecting, transporting and processing incidental gas- 
eous products, as well as the detection, localization and 
elimination of oil leaks and spills in the producing and 


refining regions, especially under the ecologically stren- 
uous conditions of the North. 


Taking into consideration the objective orientation 
toward the preferential use of coal fuel in power engi- 
neering, the use of ecologically clean technologies for its 
mining, transporting and processing with compulsory 
use of waste material, reclamation of disturbed lands and 
restoration of the ecosystems is being expanded. 


The most important strategic tasks are still the organi- 
zation of integrated monitoring of the state of the 
environment at TEK installations, as well as the 
improvement and development of the legal, standard 
and technical base regulating the planning, construction, 
operation and removal from operation of TEK installa- 
tions. 


The realization of the examined directions of the envi- 
ronmental protection policy, based on forecast esti- 
mates, should ensure by 2010, just in electric power 
engineering and centralized heating: 


—a reduction by 30-40 percent in the discharges of 
acidic gases and ash into the open air; 


—the practical stabilization of discharges of greenhouse 
gases into the open air, 


—the cessation of harmful discharges; 


—and the almost complete stopping of the increase in 
the expropriation of lands for enterprises. 


Envisioned during the production of oil and gas and the 
construction of facilities at oil fields are: 





MM RUSSIA 


—a shift to a system of “storehouse-free” drilling, using 
the drilling mud for constructing roads and sites for 
installations; 


—replacement of the existing pipelines at oil fields by 
pipelines with factory-installed interior and exterior 
insulation, which will make it possible to preclude 
numerous pipeline defects due to corrosion and to 
reduce sharply environmental pollution from oil 
spills; 


—and to reduce sharply the burning of incidental gas by 
a factor of 4-5, the volume of the burning of which 
currently amounts to something on the order of 8 
billion cubic meters. 


The realization of the basic directions of the TEK’s 
ecological policy is being carried out using an integrated 
systemic approach, taking into account the specifics of 
the key moments of the TEK’s development on the basis 
of: 


—a new technological strategy; 


—the development of an environmental protection 
infrastructure; 


—the improvement of the economic and organizational 
forms of management; 


—the establishment of step-by-step ecological norms and 
requirements and the adoption of the necessary new 
legislative acts; 


—a basic change in the production and administrative 
structures at both the federal and regional levels under 
the conditions of a market economy and abandon- 
ment of the administrative and command system of 
management, with a view toward increasing the inde- 
pendence of local organs of authority in the adoption 
of solutions concerning a territory’s economic devel- 
opment; 


—and further improvement of the economic principles 
for the use of natural resources and the use of ecolog- 
ical safeguards. 


It is contemplated that, during the planning, construc- 
tion and operation of TEK installations, a set of steady- 
state operations be carried out, including full-scale 
observations and research, the centralized formation of a 
data bank and the distribution of real-time information. 
In its most complete form, monitoring for large TEK 
installations should include the following systems: 
recording of the installation’s operating conditions (shut- 
downs and their causes), of observations of the dis- 
charges and dumping of harmful substances and of other 
negative influences, of the monitoring of the radiation 
environment of the surrounding area, of measurements 
of the variables of weather conditions and the open air 
(air temperature, inversions, wind speed and direction, 
atmospheric precipitations and the composition of the 
open air), of integrated observations in water reservoirs 


FBIS-USR-94-042 
21 April 1994 


and channels (hydrometric, hydrothermal, chemical 
hydrology and hydrobiological observations) and others, 
20 systems in all. 


It is envisioned that the listed set of observations and 
research will be introduced by 2010 at all large and 
medium-sized TEK installations. 


Over the course of 1994-1995, as a state ecological study 
is carried out, 11 standard and technical documents for 
the TEK’s ecological standard base will be drafted and 
published. 


Russia’s Energy Strategy is not a planning and directive 
document. It is the aggregate of the priorities and mech- 
anisms for the realization of a new energy policy. During 
its realization, the Strategy will be adapted to the current 
economic situation. At the same time, the prospects for 
the TEK’s development will necessarily determine the 
most important directions for Russia’s economic revival. 


Statute on Civilian Nuclear Power Station 
Construction 


944E0656A Moscow ROSSIYSKIYE VESTI in Russian 
29 Mar 94 pp 5-6 


[Statute on The Procedure for Issuing Provisional Per- 
mits from Russian Gosatomnadzor for Construction of 
Nuclear Power Plant Units for Civilian Purposes; regis- 
tered in the RF Ministry of Justice on 21 March 1994, 
Reg. No 523; approved by Order No 26 of 9 March 1994 
RD-04-07-94] 


[Text] 


1. General Regulations 


1.1. The issuing of provisional permits for the construc- 
tion of nuclear power plant (AS) units for civilian 
purposes in the Russian Federation is carried out by 
Russian Gosatomnadzor [Federal Oversight of Nuclear 
and Radiation Safety] on the basis of the Statute on 
Russian Gosatomnadzor, approved by order of the Pres- 
ident of the Russian Federation on 5 June 1992 No 
283-rp, with amendments approved by order of the 
President of the Russian Federation of 16 September 
1993, No 636-rp. 


1.2. This Statute on the procedure for issuing provisional 
permits from Russian Gosatomnadzor for construction 
of nuclear power plant units for civilian purposes (hence- 
forth called the Statute) establishes the procedure for 
obtaining and accompanying a provisional permit for 
construction of AS units and is in force during the 
transitional period until the Statute on the procedure for 
issuing licenses for the construction of nuclear power 
plants goes into effect. 


1.3. The statute applies to the construction of AS units 
on Russian Federation territory. 
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1.4. The provisional permit of Russian Gosatomnadzor 
for the construction of an AS unit is an official docu- 
ment, which: 


—permits the construction of a specific AS unit; 


—establishes the conditions under which the construc- 
tion of the unit is permitted. 


1.5. A provisional permit for construction is issued by 
Russian Gosatomnadzor individually for each AS unit. 


1.6. This Statute also applies to facilities (RAO, 
KhOYaT [chemical weapons and nuclear equipment] 
and other storages), the construction of which on the 
territory of existing AS is carried out according to 
individual itemized lists. 


1.7. The issue of a provisional permit for construction of 
AS units begun before this Statute was introduced is 
based on: 


—the fact of acknowledgement by Russian Gosatom- 
nadzor of earlier issued documents permitting con- 
struction of AS units; 


—carrying out an evaluation of the safety of an AS unit, 
including the conditions of its location, on the basis of 
an examination of the documents submitted to justify 
the application; 


—making the necessary inspections; 


—establishing the conditions for the functioning of the 
provisional permit. 


1.8. This Statute applies to the period up to completing 
the construction and putting into operation the basic 
facilities (in accordance with the itemized list) and 
establishes the following stages in the procedure for 
obtaining a provisional permit for construction of a 
nuclear power plant unit: 


—issue of a preliminary decision on the site for construc- 
tion of the AS unit; 


—issue of a provisional permit for construction of the 
AS unit. : 


The stage of issuing the preliminary decision on the site 
applies only to sites for the AS units intended for 
construction. 


1.9. A provisional permit for construction of an AS unit 
will be issued to an enterprise to which federal property 
of the AS has been transferred (or will be transferred in 
accordance with a contract with an investor) for full 
economic jurisdiction (henceforth called the Enterprise) 
and which was founded in accordance with the RSFSR 
Law “On Enterprises and Entrepreneurial Activity” and, 
if the Enterprise: 


—adheres to the principles, criteria and requirements for 
nuclear and radiation safety which, on the basis of its 
competence, Russian Gosatomnadzor establishes by 
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means of rules and norms, decrees, management and 
the conditions of the provisional permit for construc- 
tion; 


—presents Russian Gosatomnadzor with information 
pertaining to all aspects of constructing the AS unit, in 
the amount and in the period established by Russian 
Gosatomnadzor; 


—fulfills the “Requirements for Operational Organiza- 
tion of a Nuclear Power Plant” (RD-04-03-93), 
approved by Russian Gosatomnadzor on 26 May 
1993. 


1.10. A provisional permit for construction of an AS unit 
‘s in effect throughout the period of its force, unless 
Russian Gosatomnadzor suspends or discontinues the 
force of the provisional permit. 


1.11. If the Enterprise is liquidated or reorganized, the 
provisional permit for construction of an AS unit ceases 
to be in force. 


2. Procedure for Obtaining a Preliminary Decision on 
the Site for Construction of an AS Unit 


2.1. The preliminary decision on the site, issued to the 
Enterprise according to the results of an examination of 
the materials substantiating the application, is an official 
document of Russian Gosatomnadzor on the suitability 
in principle of the site for construction of the AS. 


2.2. To obtain the preliminary decision on the site for 
construction of the AS unit, the Enterprise submits to 
Russian Gosatomnadzor, addressed to the chairman, an 
application in five copies (the number of copies of 
individual documents may be more precisely defined by 
Russian Gosatomnadzor), including: 


—a pro forma statement, presented as Appendix No 1; 


—a copy of the document verifying the state registration 
of the Enterprise; 


—a copy of the Enterprise charter; 


—a copy of the document on the designation of the 
Enterprise by the higher state administrative body, 
responsible for carrying out the activity at all stages of 
the AS life cycle; 


—a set of documents substantiating the application in 
accordance with Appendix No 2; 
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—an obligation (letter of guarantee), confirming the 
existence of financial potentials and readiness to pay 
the expenditures for carrying out expert examinations 
of the documents substantiating the application; 


—a copy of the act of preliminary agreement on the 
location of the AS unit, without withdrawal of the land 
parcel. 


2.3. All the technical documents should be filled out in 
accordance with the requirements for normative- 
technical documents on nuclear and radiation safety. 
Copies of the documents should be certified by the 
signature of the director of the Enterprise and the seal of 
the Enterprise. 


2.4. Having arrived at Russian Gosatomnadzor, the 
application is registered in the Business Administration 
office in accordance with the established procedure and 
is sent to the Administration for Organization of 
Licensing Procedures and Coordination of Regional 
Bodies. 


2.5. The Administration for Organization of Licensing 
Procedures and Coordination of Regional Bodies orga- 
nizes and implements verification of the application 
materials and adherence to the rules for making them 
out, and determines the conformance of the composition 
of the documents submitted to the requirements of the 
existing guideline documents of Russian Gosatomnad- 
zor. 


Verification of the application lasts up to 15 days from 
the time it arrives. 


According to the results of the verification, a decision is 
made on accepting the application for examination or on 
its refusal for examination, which is signed by the chief 
of the Administration for Organization of Licensing 
Procedure and Coordination of Regional Bodies. 


The Enterprise is notified of the results of the verifica- 
tion of the application no later than five days after the 
decision is formulated. 


2.6. Notifications sent upon refusal of an application 
indicate the reason for the refusal. 


The application may be refused examination if the 
documents of the application fail to meet the require- 
ments for their composition and formulation. 


When the results of the verification of the application 
documents are favorable, it is turned over to the Admin- 
istration for Oversight of Nuclear and Radiation Safety 
of Nuclear Power Plants. 


2.7. The Administration for Oversight of Nuclear and 
Radiation Safety of Nuclear Power Plants organizes the 
examination of the documents of the application and 
prepares a schedule for their examination, which is 
officially signed by the chiefs of the administrations 


FBIS-USR-94-042 
21 April 1994 


commissioned to examine the documents of the applica- 
tion, and approved by the first deputy chairman of 
Russian Gosatomnadzor. 


The period for studying the materials of the application 
and preparing the schedule is up to 20 days. 


The documents substantiating the application are turned 
over to the Administration for Organizing the Expert 
Examination on Safety, for organization of the expert 
examination. 


2.8. The Administration for Organization of Expert 
Examination on Safety may draw in, on a contractual 
basis, outside organizations and individual experts to 
make the expert examination, establishes the require- 
ments for the expert decision, determines the staff of 
participants in the expert examination, issues the tech- 
nical assignments to the experts and carries on business 
correspondence with them. The Administration for 
Organization of Expert Examination on Safety, through 
the Administration for Oversight of Nuclear and Radi- 
ation Safety of Nuclear Power Plants, interacts with the 
Enterprise when the expert examination is made (obtain- 
ing additional substantiating materials and written 
explanations, holding discussions, etc.). 


2.9. On the basis of the experts’ decisions, including 
those obtained from the Petitioner, the Administration 
for Organization of the Expert Examination on Safety 
prepares the consolidated decision on the results of the 
expert examination. 


The consolidated decision is signed by the chief of the 
Administration for Organization of Expert Examina- 
tions on Safety and sent to the Administration for 
Oversight of Nuclear and Radiation Safety of Nuclear 
Power Plants. 


2.10. On the basis of examination of the set of docu- 
ments substantiating the application, the consolidated 
decision based on the results of making the expert 
examination and the results of inspections carried out if 
necessary, including of the site intended for construc- 
tion, the Administration for Oversight of Nuclear and 
Radiation Safety of Nuclear Power Plants prepares the 
preliminary decision on the site for construction of the 
AS, which is signed by the chairman of Russian Gos- 
atomnadzor or his first deputy. 


The preliminary decision is filled in on the blank form 
prescribed. The requirements for the form and the 
contents are given in Appendix No 3. The Administra- 
tion for Organization of Licensing Procedures and Coor- 
dination of Regional Bodies carries out the recording, 
registration and distribution of the preliminary decision. 


2.11. Interaction with other state administrative organs 
and regional organs of authority on problems of the 
preliminary decision of Russian Gosatomnadzor on the 
site for construction of the AS is carried out by the 
Administration for Organization of Licensing Proce- 
dures and Coordination of Regional Bodies. 








FBIS-USR-94-042 
21 April 1994 


2.12. Disputable questions arising with respect to the 
preliminary decision on the site for construction of the 
AS unit are examined by the first deputy chairman of 
Russian Gosatomnadzor. 


3. The Procedure for Issuing a Provisional Permit for 
Construction of an AS Unit 


3.1. The Enterprise may begin construction work on 
buildings and structures of the AS unit at the site of the 
AS only after a provisional permit for construction of the 
AS unit is obtained at Russian Gosatomnadzor (for AS 
units being newly built). 


3.2. To obtain a provisional permit for construction of 
an AS unit, the Enterprise submits an application to 
Russian Gosatomnadzor, addressed to the chairman, in 
five copies (the number of copies of individual docu- 
ments may be precisely defined by Russian Gosatom- 
nadzor), including: 


—an application using the form given in Appendix No 4; 


—a copy of the document certifying state registration of 
the Enterprise which has submitted the application; 


—a copy of the Enterprise charter; 


—a copy of the document on the designation of the 
Enterprise by a higher state administrative body as 
responsible for carrying out the activity at all stages of 
the vital cycle of the AS; 


—a copy of the document on withdrawing the land and 
transferring it for carrying out preliminary construc- 
tion work for a nuclear power plant and on protecting 
the territory of the location; 


—a copy of the contract with the investor, confirming 
the right of the Enterprise to full economic authority 
over the property of the AS unit constructed; 


—an obligation (letter of guarantee), confirming the 
existence of financial potentials and readiness to pay 
for the expenditures to carry out an expert examina- 
tion of the documents substantiating the application; 


—a set of documents substantiating the application, in 
accordance with Appendix No 5. 


3.3. All the technical documents should be filled out in 
accordance with the requirements of normative- 
technical documents on nuclear and radiation safety. 
Copies of the documents should be certified by the 
signature of the director of the Enterprise and the seal of 
the Enterprise. 


3.4. Having arrived at Russian Gosatomnadzor, the 
application is registered at the office of Business Admin- 
istration in accordance with the established procedure 
and sent to the Administration for Organization of 
Licensing Procedures and Coordination of Regional 
Bodies. 
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3.5. The Administration for Organization of Licensing 
Procedures and Coordination of Regional Bodies orga- 
nizes and implements verification of the application 
materials and adherence to the rules for making them 
out, and determines the conformance of the composition 
of the documents submitted to the requirements of the 
existing guideline documents of Russian Gosatomnad- 
zor. 


The verification lasts not more than 15 days from the 
time the application is received. 


According to the results of the verification, a decision is 
made on accepting the application for examination or on 
refusing it examination, and this is signed by the chief of 
the Administration for Organization of Licensing Proce- 
dures and Coordination of Regional Bodies. 


The Enterprise is informed of the results of the verifica- 
tion no later than five days after the decision is formu- 
lated. 


3.6. Notifications sent upon refusal of an application 
indicate the reason for the refusal. 


The application may be refused examination if the 
documents of the application fail to meet the require- 
ments for their composition and formulation. 


If the results of the documents of the application are 
favorable, it is turned over to the Administration for 
Oversight of Nuclear and Radiation Safety of Nuclear 
Power Plants. 


3.7. If the results of the verification of the materials of 
the application are favorable, the Administration for 
Oversight of Nuclear and Radiation Safety of Nuclear 
Power Plants organizes an examination of the materials 
of the application and prepares a schedule for examining 
the materials of the application, which is officially signed 
by the chiefs of the administrations taking part in the 
examination of the materials of the application, and is 
approved by the first deputy chairman of Russian Gos- 
atomnadzor. 


The period for studying the materials of the application 
and preparing the schedule is one month. 


The documents substantiating the application are turned 
over to the Administration for Organizing the Expert 
Examination on Safety, for organization of the expert 
examination. 


3.8. The Administration for Organization of Expert 
Examination on Safety may draw in, on a contractual 
basis, outside organizations and individual experts to 
make the expert examination, establishes the require- 
ments for the expert decision, determines the staff of 
participants in the expert examination, issues the tech- 
nical assignments to the experts and carries on business 
correspondence with them. The Administration for 
Organization of Expert Examination on Safety, through 
the Administration for Oversight of Nuclear and Radi- 
ation Safety of Nuclear Power Plants, interacts with the 
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Enterprise when the expert examination is made (obtain- 
ing additional substantiating materials and written 
explanations, holding discussions, etc.). 


The NTTs [Scientific-Technical Center] of the YaRB 
{Nuclear and Radiation Bureau] evaluates the scientific 
grounds of the materials substantiating the application 
which are being examined by the experts. 


3.9. If necessary, Russian Gosatomnadzor may require 
the Enterprise to submit additional information, further 
develop the substantiating materials in order to remove 
comments and shortcomings revealed in the process of 
examination, and to rework individual technical designs 
for nuclear and radiation safety, if they are recognized as 
unsatisfactory. 


3.10. According to the materials of the expert decisions, 
including those obtained from the Enterprise, the 
Administration for Organization of Expert Examination 
on Safety prepares a consolidated decision on the results 
of the expert examination and appendices in accordance 
with the conditions for the provisional permit for con- 
struction of the AS unit to be in force. 


The collated decision is signed by the chief of the 
Administration for Organization of Expert Examination 
on Safety and sent to the Administration for Oversight of 
Nuclear and Radiation Safety for Nuclear Power Plants. 


3.11. In the process of examining the application, Rus- 
sian Gosatomnadzor may make an inspection on its own 
decision. 


3.12. When preparing the decision on the possibility of 
issuing a provisional permit for construction of an AS 
unit, Russian Gosatomnadzor takes into consideration 
the decisions of organs of state administration, regula- 
tion and oversight, which have been obtained by the 
Enterprise concerning the plan for the AS unit being 
built or slated for construction. 


3.13. According to the results of the examination of the 
set of documents substantiating the application, the 
consolidated decision based on the results of making the 
expert examination and the results of the inspections, the 
Administration for Oversight of Nuclear and Radiation 
Safety of Nuclear Power Plants formulates a preliminary 
decision of Russian Gosatomnadzor on the application 
to obtain a provisional permit for construction of the AS 
unit and formulates the conditions for the permit to be in 
force. 


The preliminary decision is signed by the chief of the 
Administration for Oversight of Nuclear and Radiation 
Safety of Nuclear Power Plants and approved by the 
chairman or first deputy chairman of Russian Gosatom- 
nadzor. 


3.14. In a period of not over five days after the date of 
approval of the preliminary decision, Russian Gcsatom- 
nadzor publishes, in a generally accessible publication, a 
report on the completion of the examination of the set of 
documents substantiating the application and on the 
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possibility of offering interested parties the preliminary 
decision for familiarization, as well as information from 
the set of documents substantiating the application, with 
the exception of information which constitutes a state 
secret, in accordance with Russian Federation legisla- 
tion. 


3.15. Interaction with interested parties is carried out by 
the Administration for Organization of Licensing Proce- 
dures and Coordination of Regional Bodies, responsible 
for this procedure. 


3.16. When new aspects pertaining to the ensurance of 
safety are revealed as the result of the participation of 
interested parties, the Administration for Oversight of 
Nuclear and Radiation Safety of Nuclear Power Plants 
organizes additional study of the materials of the appli- 
cation and may demand from the Enterprise additional 
documents and substantiations, necessary in this con- 
nection. 


3.17. The Administration for Oversight of Nuclear and 
Radiation Safety of Nuclear Power Plants prepares the 
final decision on the application and the draft of the 
provisional permit for construction, including the con- 
ditions for its force. 


3.18. The chairman of Russian Gosatomnadzor or his 
first deputy makes the final decision on issuing or 
refusing to issue the permit on the basis of the prelimi- 
nary decision of Russian Gosatomnadzor and in consid- 
eration of the results of a study of the materials obtained 
at the stage of participation of interested parties. 


3.19. The permit is filled out on the prescribed blank 
form, given in Appendix No 6, and is signed by the 
chairman of Russian Gosatomnadzor or his first deputy. 
When the decision has been made, the Enterprise is 
informed by the Administration for Organization of 
Licensing Procedures and Coordination of Regional 
Bodies, no later than five days from the date of the 
decision. 


3.20. The Administration for Organization of Licensing 
Procedures and Coordination of Regional Bodies carries 
out the recording, registration and distribution of the 
provisional permit for construction. 


3.21. The provisional permit begins to be in force from 
the date of its registration 


3.22. The provisional permit includes the conditions for 
its being in force, which are an integral part of it. A 
sample list of the basic requirements subject to inclusion 
in the conditions for force of the provisional permit for 
construction of a nuclear power plant unit is given in 
Appendix No 7. 


The conditions are signed by the chief of the Adminis- 
tration for Oversight of Nuclear and Radiation Safety of 
Nuclear Power Plants. 
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3.23. The period of force of the provisional permit is 
established for the entire construction period of the unit 
of the nuclear power plant applied for. 


3.24. The responsibility of the Enterprise for the activity 
of constructing the AS unit begins from the time the 
provisional permit is issued. 


3.25. Disputable questions arising during the examina- 
tion of the materials of the application and formulations 
of the conditions for the provisional permit for construc- 
tion of an AS unit are examined by the first deputy 
chairman of Russian Gosatomnadzor. 


3.26. Complaints to the bodies of Russian Gosatom- 
nadzor carrying out the examination of the application 
to obtain a provisional permit for construction of an AS 
unit are turned over by the Enterprise to the first deputy 
chairman of Russian Gosatomnadzor. 


Russian Gosatomnadzor informs the Enterprise of the 
results of examination of a complaint no later than 20 
days from the date of its receipt. 


3.27. The provisional permit for construction of an AS 
unit is made up in four (five) copies and is kept (one copy 
each): 


—at the Administration for Organization of Licensing 
Procedures and Coordination of Regional Bodies; 


—at the Administration for Oversight of Nuclear and 
Radiation Safety of Nuclear Power Plants; 


—at the Regional District Administration of Russian 
Gosatomnadzor, which carries out state oversight of 
the construction of the given AS unit; 


—at the Enterprise management; 
—at the AS Administration (if it exists). 


The provisional permit is kept in the “Permanent Stor- 
age” file. 


3.28. Refusal to issue a provisional permit for construc- 
tion occurs when, on the basis of an analysis of the 
documents substantiating the application and the results 
of the inspection, the conclusion is drawn that the 
conditions necessary to ensure the safety of the AS unit 
are absent or inadequate. 


3.29. Refusal to issue a provisional permit for construc- 
tion of an AS unit signifies prohibition of construction of 
the AS unit. 


3.30. If the Enterprise violates the conditions for force of 
the provisional permit, Russian Gosatomnadzor may 
suspend the force of the provisional permit until the 
violations revealed are eliminated or may discontinue 
the force of the provisional permit. 
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4, Issuing Permits During the Period of Constructing an 
AS Unit 


4.1, During the period of construction of an AS unit, the 
Organization (enterprise) carrying out the construction 
activity, upon representation of the Enterprise (operat- 
ing Organization) should obtain a permit for individual 
types of activity and stages of fulfilling the work speci- 
fied by the guideline documents of Russian Gosatom- 
nadzor which are in force, and being carried out during 
the construction, including a permit: 


—for the right to perform construction-installation work 
at structures important for safety; 


—for the right to install equipment and pipelines impor- 
tant for safety; 


—for the right to install systems to control and protect 
automated technological process control systems; 


—for the right to construct the airtight casing of the AS; 


—for the right to install systems for reliable electric 
power supply; 


—for the right to perform adjustrnent work, including 
testing in the cold state and testing the protective 
casing. 


4.2. In the period of construction, the permits indicated 
in paragraph 4.1 may be obtained only after the provi- 
sional permit from Russian Gosatomnadzor for con- 
struction of the AS unit has been obtained. 


4.3. For AS units under construction, the attitude of 
Russian Gosatomnadzor toward permits for individual 
types of activity in the period of construction, issued 
before a decision is made on issuing the provisional 
permit for construction of an AS unit, is reflected in the 
conditions for the provisional permit to be in force. 


4.4. Permits for individual types of activity in the period 
of AS construction are issued by the District Adminis- 
tration of Russian Gosatomnadzor, which oversees con- 
struction of the AS unit in accordance with the guideline 
documents in force. 


5. Accompaniment for a Provisional Permit for 
Construction of an AS Unit and Correction of the 
Conditions for Its Force 


5.1. The accompaniment for the provisional permit for 
construction of the AS unit includes carrying out state 
oversight of the Enterprise’s adherence to the conditions 
for the provisional permit to be in force, safety rules and 
norms and the application of sanctions if they are not 
fulfilled, and is carried out in accordance with the 
guideline documents of Russian Gosatomnadzor that are 
in force. 


5.2. The accompaniment for the provisional permit for 
construction of an AS unit is carried out by the Admin- 
istration for Oversight of Nuclear and Radiation Safety 
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and the regional agency of Russian Gosatomnadzor, 
indicated on the provisional permit. 


5.3. Russian Gosatomnadzor establishes the number and 
frequency of inspections as the accompaniment for the 
provisional permit for construction of an AS unit in 
accordance with the guideline documents of Russian 
Gosatomnadzor that are in force. 


5.4. Correction of the conditions for the provisional 
permit for construction of an AS unit to be in force. 


5.4.1. Correction of the conditions for the provisional 
permit for construction of an AS unit to be in force is 
made when there are changes in the materials for sub- 
stantiation of safety, the composition of equipment 
important for safety, etc. 


5.4.2. Correction of the conditions is carried out on the 
initiative of the Enterprise or at the request of Russian 
Gosatomnadzor. 


5.4.3. The possibility of introducing corrected condi- 
tions is provided for: 


—through their examination in accordance with the 
procedure established for obtaining the initial provi- 
sional permit; 


—in accordance with unilateral procedure based on 
written notification, signed by the first deputy 
chairman of Russian Gosatomnadzor. 


[Registered] Scientific-Technical Administration of Rus- 
sian Gosatomnadzor 
11 March 1994, No 92-94 


Documents—Russian Federal Oversight of Nuclear and 
Radiation Safety (Gosatomnadzor) 


Appendix No 7 


MODEL LIST of Basic Requirements To Be Included 

in the Conditions for a sional Permit for 

aaa of a Nuclear Power Plant Unit To Be in 
orce. 


1. The Enterprise must ensure that construction of the 
nuclear power plant, its systems and elements are in 
accordance with the design. 


2. The Enterprise must inform Russian Gosatomnadzor 
on all events occurring during construction of the 
nuclear power plant which led to or could subsequently 
lead to a change in the content of the materials on the 
basis of which the provisional permit was issued. 


3. The Enterprise should carry out construction of the 
nuclear power plant in accordance with the requirements 
of the normative-technical documentation on nuclear 
and radiation safety. 


4. The Enterprise must take the corrective actions which 
Russian Gosatomnadzor may require of it to ensure 
nuclear and radiation safety. 
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5. The Enterprise should store and keep in working 
condition the set of documents pertaining to the safety of 
the nuclear power plant, including the documents 
alluded to in the application. 


6. The Enterprise must carry out its activity in accor- 
dance with the approved program to ensure quality 
POKAS(O) and monitor the fulfillment of particular 
programs to ensure quality, covering all stages of work 
for which this provisional permit is issued. 


7. The Enterprise bears full responsibility for adherence 
to legislative acts regulating the statutes and conditions 
for the provisional permit to be in force. 


8. If at the time of obtaining the provisional permit, the 
Enterprise has sufficient grounds for not being able to 
present individual materials, from the number deter- 
mined necessary by Russian Gosatomnadzor, of 
accounting or experimental data or specific design deci- 
sions substantiating the safety of the AS, then with the 
approval of Russian Gosatomnadzor, it should indicate 
the periods for submitting these materials to Russian 
Gosatomnadzor and substantiate the possibility of sub- 
mitting them in the period indicated. This should be 
reflected in the conditions for the provisional permit 
being in force. 


9. All changes in the materials enclosed with the appli- 
cation to obtain a provisional permit, on questions 
within the competence of Russian Gosatomnadzor, are 
entered in the permit of Russian Gosatomnadzor. 


10. The force of the provisional permit may be sus- 
pended or discontinued if the information for its issue 
has become invalid or the conditions for its being in 
force have not been observed. 


11. The Enterprise should store and transport fuel and 
radioactive wastes at the site in accordance with the 
normative-technical documentation regulating these 
procedures. 


12. The Enterprise should submit to Russian Gosatom- 
nadzor a report on the activity to ensure quality in 
accordance with the programs to ensure quality at each 
intermediate stage of work and after the entire volume of 
work defined by the provisional permit has been com- 
pleted. 


13. All necessary changes in the materials to substantiate 
safety (TOB or “Preliminary Report on Substantiation 
of Safety”), which have arisen as the result of work done 
during construction of the AS, including those according 
to the results of the conclusion of the defined stages of 
experimental work and accounting substantiations, 
should be entered and approved at Russian Gosatom- 
nadzor. 


14. Work to prepare and make out the “Report on 
Substantiating the Safety of an AS”’ is done continuously 
as work on developing the nuclear power plant moves 
forward. At each given point in time, the “Report...” 
should reflect the actual state of the AS. 
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Appendix Wo I 
(on blank form 


of Enterprise) 


To the Chairman of Russian Gosatommadzor 





109147, Moskva, ul. Taganskaya, 34 


APPLICATION 
To Obtain Preliminary Decision on Site for Construction of an AS Unit 


Please issue 





full name of Enterprise 





legal address, bank requisites 


preliminary decision on site for construction 





unit number, type of reactor unit, power (MW) 





name of nuclear power plant, location 


Documents to substantiate application to obtain preliminary decision on 
site for construction of unit of nuclear power 
plant in accordance with the requirement of the “Statute on Procedure for 
Issuing Provisional Permits from Russian Gosatomnadzor for Construction 
of Nuclear Power Plant Units for Civilian Purposes" are enclosed. 








Enclosure: Composition of set of documents, 
number of items, 
number of sheets. 


Director of enterprise 





signature (last name, first name, patronynic) 
M.P ° ° 199 
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Appendix No 2 


Set of Documents Substantiating Application to Obtain Preliminary 
Decision on Site for Construction of an AS Unit 


1. Materials to substantiate safety of nuclear power plant* 
2. General program to ensure quality -- POKAS(0) 
3. Program to ensure quality when selecting site -- POKAS(VP) 


4. Materials of TEO [technical-economic substantiation] as part of 
substantiation for locating AS on site. 


* Materials to substantiate safety are drawn up in consideration of the 
"Requirements for the Content of the Report in Substantiation of the 
Safety of Nuclear Power Plants," approved by Russian Gosatomnadzor as 
part of the "Preliminary Report in Substantiation of the Safety of AS," 
which contains all the required normative-technical documents in force to 
substantiate the selected site, covering the safety-related aspects, and 
a conceptual description of the AS and its safety for the environment 
and the population, including a preliminary analysis of the safety. 
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Appendix Wo 3 
Russian Federal Oversight of Nuclear and Radiation Safety 


Preliminary Decision on Site for Construction of 
Nuclear Power Plant Unit 


No Issued " " 199 





Name of Enterprise: 
Name of nuclear power plant: 
Russian Gosatomnadzor, having examined the adherence to and substantiation 


of the criteria presented for the location of nuclear power plants, gives 
a preliminary decision on the site 








(Precise indication of the location of the site) 





(full name of the Enterprise) 


Legal address 








The site is suitable (unsuitable) for further carrying out of 





design-survey work for unit with reactor type power MW 
of the nuclear power plant. 
Reason: application No of 199 


Appendix: Consolidated decision according to results of 
expert examination. 


Chairman of Russian Gosatomnadzor 
(last name, first name, patronynic) 
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Appendix Wo 4 
(on blank form 


of Enterprise) 





APPLICATION 
To Obtain Provisional Permit for Construction of 
a Nuclear Power Plant Unit 


To the Chairman of Russian Gosatomnadzor 





109147, Moskva, ul. Taganskaya, 34 





full name of Enterprise 





legal address, bank requisites 





intends to carry out (is carrying out) construction 





number of unit, type of reactor unit, power (MW) 





name of nuclear power plant, location 


Please issue a provisional permit for construction of a unit with a 
reactor unit with a power of MW of 
the nuclear power plant 











(location) 


Documents to substantiate application to obtain a provisional permit for 
construction of unit of a nuclear power plant are 
in accordance with the requirement of the "Statute on the Procedure for 
Issuing Provisional Permits from Russian Gosatomnadzor for Construction 
of Nuclear Power Plant Units for Civilian Purposes." 





Appendix: Composition of set of documents, 
number of items, 
number of sheets. 


Director of enterprise 





signature (last name, first name, patronynic) 


M.P 199 __ 
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Appendix Wo 5 


SET OF DOCUMENTS 
Substantiating Application to Obtain Provisional 
Permit for Construction of a Nuclear Power Plant Unit 


A. For newly presented designs of AS units: 


1. Preliminary report on substantiating safety of nuclear power plant* 

2. General program for ensuring quality -- POKAS(0). 

3. Partial programs for ensuring quality - POKAS(VP), POKAS(P), 
POKAS(RU), POKAS(R)** 

4. Design documents, reports on tests and experimental design work, 
alluded to in the “Preliminary Record for Substantiation of Safety," 

5. Probable analysis of safety of nuclear power plant. 

6. Information on permits obtained up to time of presenting application. 

7. Program of measures to ensure physical safety of AS and nuclear 
materials (confidential). 


* The "Preliminary report on substantiating safety of nuclear power 
plants" is drawn up in accordance with the "Requirements for Reporting on 
Substantiation of the Safety of Nuclear Power Plants," approved by 
Russian Gosatomnadzor. 


** POKAS(R) is in the set of documents substantiating the application at 
the level of the main organizations developing equipment for muclear 
power plants according to the condition at the time the application is 
presented. 


B. For AS Units Under Construction: 


1. TOB AS in the volume required by PNAE G-001-85. 

2. Materials of the design for construction of an AS, of the technical 
design for the reactor unit, ASU TP. The number of materials being 
submitted is determined by Russian Gosatomnadzor for each specific 
AS unit. 


C. For facilities (RAO, KhOYaT etc.), the construction of which is 
carried out on the territory of existing AS according to individual 
itemized lists, the mmber of documents substantiating the application 
is determined by Russian Gosatomnadzor iu each specific case. 
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Appendix No 6 
Russian Federal Oversight of Nuclear and Radiation Safety 


Provisional Permit for Construction of a Nuclear Power Plant Unit 


No Issued " " 199 





Russian Gosatomnadzor, in fulfilling its authority, and convinced that 
the provisions on construction of a nuclear power plant, set forth in the 
materials enclosed with the application, correspond to the normative- 
technical documentation regulating this activity, and also on the basis 
of the fact that the activity defined by the provisional permit will be 
carried out in the future in accordance with the above-mentioned 
normative-technical documentation and in adherence to the enclosed 
conditions, issues a provisional permit for construction 








(name of nuclear power plant unit, unit number, power element) 


at the site 








(location of site) 
and belonging to 








(name of Enterprise) 
address 








in accordance with the application. 


Reason: application No eS, * 199 








This permit is in force, given the fulfillment of the conditions of 
action set forth in the appendix to this provisional permit. 


This provisional permit goes into force" " 199 





The accompaniment of the provisional permit is carried out by 
district of Russian Gosatomnadzor. 





Appendix: 
1. 





Chairman of Russian Gosatomnadzor 


last nase, first nase, patronyuic 
( patronyaic) i 
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Results of Ostankino Financial Audit Viewed 


944F0568A Moscow NOVAYA YEZHEDNEVNAYA 
GAZETA in Russian 30 Mar 94 p 2 


[Report by the Auditing Directorate for the Administra- 
tion of the Russian Federation President: ““Ostankino’ 
Is Selling Itself, Continuously Lowering the Price”’] 


[Text] In 1993, the expenses of the RGTRK [Russian 
State Television and Radio Company] “Ostankino” 
were financed by the Russian Ministry of Finance from 
the Russian Federation Budget for the sum of 103.7 
billion rubles [R]; of this amount, R82.8 billion, or 80 
percent, were used to pay for the services of the Russian 
Ministry of Communications and R20.9 billion were 
spent for its own needs. As of the beginning of 1994, the 
company owed R50.3 billion to state enterprises which 
provide for dissemination and retransmission of radio 
and television programs and R1.8 billion to the Televi- 
sion Technical Center (TTTs). 


At the same time, despite its difficult financial situation 
(...) it continues to use budgetary funds for unauthorized 


purposes. 


Because of the lack of appropriate supervision by the 
management of the RGTRK “Ostankino” (the former 
chairman V.I. Bragin), individual television studios ille- 
gally permitted an increase in the volume of broad- 
casting established for them last year (...). 


Television and radio advertising, which is one of the 
company’s principal sources of commercial income, is 
being broadcast practically without supervision. The 
Main Commercial Advertising Board was established 
only in May 1993. 


There were cases in 1993 in which subunits were given 
budgetary appropriations without accounting for the 
funds they received from commercial activity. Thus, the 
Television Program Board was allocated R38 million at 
the same time that the studio’s expenses were covered in 
full by the incomes received from advertising activity. 
Some R21 million were allocated without justification to 
the “Radio Podmoskovya” studio as well. A spot check 
at five studios established that the unpaid placement of 
advertising in 1992 added up to R45 million. In 1993, 
the liabilities totaled R441 million. 


Incomes from commercial activity in 1993 amounted to 
R11.2 billion, although according to the expert assess- 
ment of the sociological center of the RGTRK 
“Ostankino,” the company should have received no less 
than R60 billion in profit from airing advertising alone. 
This estimate is confirmed by a check made of activity 
foll. wing the purchase of a license to air television 
serials in exchange for advertising time. 


Estimates show that the RGTRK “Ostankino” could 
have received nearly R1.3 billion from the contract 
signed 16 February 1993 by the company’s acting 
director, 1.Ye. Malashenko, with the “Premyer SV” 
Advertising Agency for collaboration in purchasing the 
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rights to broadcast the television serial “Twin Peaks” 
from the World Vision Company and to organize its 
showing on the RGTRK channel (we will return to this 
in our concluding remarks—NOVAYA YEZHED- 
NEVNAYA GAZETA [NYeG]). This agency was 
granted 120 minutes of advertising time, without the 
appropriate economic accounting, for all 30 series of the 
film, which amounts to a minimum of about R596 
million when the total cost of hiring the film was R159 
million. Moreover, the ““Premyer SV” was given the 
exclusive right to select and place advertising in the time 
belonging to the company (180 minutes) with a 30- 
percent discount from the estimates; as a result of this, 
the agency was provided with additional income totaling 
R273 million. In 1993, some 27 minutes of the com- 
pany’s advertising time were not used during the course 
of the contract’s implementation through the fault of the 
“Premyer SV.” However, demands were immediately 
made by the “Premyer SV” Advertising Agency for an 
additional 69 minutes of advertising time for the televi- 
sion serial’s transfer to other time periods during the 
election campaign, and this can bring it an income on the 
order of R393 million. Despite the fact that this viola- 
tion was called “force majeure” circumstances (the cir- 
cumstances were favorable!—NYeG), because it was 
necessary to comply with the Russian Federation Presi- 
dent’s Edict No. 1792 of 29 October 1993, the company 
met the agency’s demand without reservation. More- 
over, it paid R57 million for the services of the Russian 
Ministry of Communications for the advertising time 
actually used. (Something else would have been strange: 
if the advertising agencies were to bear responsibility for 
the president’s actions—NYeG). 


With the connivance of the RGTRK “Ostankino” man- 
agement, the activity of commercial enterprises and 
institutions has been neglected by the company’s sub- 
units. As of the beginning of 1994, founders have not had 
data at their disposal on the number of enterprises and 
the payments made to their charter funds. The company 
is not receiving income from the activity of commercial 
structures. 


During the audit of the RGTRK “Ostankino,” the 
“VID” Television Company, the “Intervid” Corpora- 
tion, the Television Technical Center, the “Vzglyad,” 
“Telekanal 2x2,” TV “Servis,” “Sodeystviye,” and a 
number of other enterprises directly connected with 
television and radio broadcasting which collaborate with 
the company were checked as well. 


It was established that individual enterprises owe the 
company for payment of services, and cases of nonpay- 
ment of taxes were revealed as well. In accordance with 
the laws in force, they have been charged additionally for 
payments to the budget of R1.1 billion. 


The court examination of the suit involving V.I. Bragin, 
former chairman of the RGTRK “Ostankino,” has con- 
tinued for nearly a year. At the same time, several 
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judicial decisions have been made by the Higher Arbi- 
tration Court. At the present time, the statement regis- 
tering a protest has been recalled by the company’s 
acting chairman, A.N. Yakovlev. The dispute continues 
to be unsettled... (There is no question that the authors of 
the report are much more competent than the court. This 
is a customary privilege of those close to the president. 
Further details in concluding remarks—NYeG.) 


It has been established that some contracts not only do 
not protect the company’s economic interests, they are 
simply not advantageous for it. Thus, a contract was 
signed on 7 October 1993 by the RGTRK “Ostankino” 
Studio for Children’s and Young People’s Programs with 
the closed-type joint-stock company “INMAK” and the 
Association to Promote the Development of Children’s 
Television (a limited partnership) to show publicity 
subjects of the “INMAK” AO [Joint-Stock Company]. 
In this case, the funds for airing the advertising should be 
transferred to the current account of the association, 
which is not part of the company’s structure. 


A contract signed on 12 July 1993 between the RGTRK 
“Ostankino” (former Deputy Chairman Yu.N. Bandura) 
and the “Jeronimo, Ltd.” Firm for collaboration in 
purchasing the rights to show films from television 
companies in West Europe and the United States, as well 
as in organizing their showing on the company’s chan- 
nels, provides for the income from advertising to go into 
the foreign firm’s current account. 


In conformity with the “Supplement to the Gentlemen’s 
Agreement” made on 24 July 1993 by former RGTRK 
“Ostankino” Deputy Chairman Yu.N. Bandura and Mr. 
(I. Amors), president of the “Ostankino Development” 
Enterprise, 100 minutes of advertising time are trans- 
ferred to the company from this enterprise at a price of 
$3,000 [presumably: per minute]. So the enterprise sold 
the company a “commodity” which it did not officially 
have at its disposal. Nevertheless, at the instruction of 
the former managers of the RGTRK “Ostankino” (V.I. 
Bragin and Yu.N. Bandura), the company transferred 
$300,000 to the account of this enterprise in October 
1993. 


In 1993 the RGTRK “Ostankino” (former Chairman 
V.I. Bragin) signed a contract with the “Kamaka” TOO 
[Limited Partnership] for the firm’s transcription of 
television materials and their subsequent sale of the right 
to show them to commercial television companies. In the 
period from July to December 1993, the “Kamaka”’ 
TOO transferred 360 cassettes to the company con- 
taining 432 programs, of which 382 were taken from the 
Gosteleradiofond [USSR State Committee for Televi- 
sion and Radio Broadcasting Holdings]. For this work, 
the firm received R25 million, that is, the funds were 
spent for transcribing programs already existing in the 
state’s holdings. The company has not received any 
income from this contract to date. 
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The RGTRK “Ostankino” has received no profit from a 
transaction concluded in 1992 with the American corpo- 
ration “U.S.S.U. Arts Group,” which was granted the 
exclusive right to use recordings of classical music stored 
in the archives of the Gosteleradiofond (incidentally, the 
transaction was also concluded by Yu. Bandura!— 
NYeG). 


A founding contract has not been concluded yet between 
the Russian Federation Government and the RGTRK 
“Ostankino” to regulate relationships between the 
founder and the company, as stipulated by the Statute on 
the Russian State Television and Radio Company 
“Ostankino” and confirmed by the Russian Federation 
President’s Edict No. 421 of 2 April 1992 “On guaran- 
tees to stabilize the information and activity of the 
Russian State Television and Radio Company 
*Ostankino.“ The lack of a unified concept in the field of 
state television and radio broadcasting has led to the 
point that orientation of the company’s activity has been 
defined chiefly by the position of its managers, seldom 
by the broadcast studios themselves. (So that’s where the 
problem lies!—especially with respect to Ye. Yakovlev 
and *VID“—NYeG.) 


From the NOVAYA YEZHEDNEVNAYA GAZETA 
Editorial Staff 


Tha anonymous authors of the report, who gave a good 
account of themselves at the start by identifying the 
completely obvious problems of “Ostankino,” fulfilled a 
social and political order at the same time, in our view. 
Those Ostankino characters who have been the most free 
in their judgments have been the subject of administrative 
wrath first of all—the ones from “VID” (we may wonder 
if the auditors were unaware of the damage inflicted on 
“VID” by Bragin’s excommunication of its leaders), 
Yegor Yakovlev (The court decisions are of no concern at 
all to the inspectors. They found in themselves the 
strength and the right to declare him “illegal.”) Of course, 
Malashenko must be given a pat as well—the NTV which 
he heads is much more liberal and talented than the 
official “Ostankino.” And at the same time, outside the 
limits of the report, which we are publishing with certain 
abridgments, there is the reckless private business of the 
technical employees, the fantastic dimensions of “indirect 
advertising,” and the studio corruption leading to ordered 
slaughters. And most importantly, there is no attempt 
made to explain why it was to the advantage of Bragin and 
K [presumably: the company] to decentralize advertising 
and close their eyes to Mr. Bandura’s transactions. 


DELOVOY MIR Economic Statistics, 30 March 


944E0673A Moscow DELOVOY MIR in Russian 
30 Mar 94 p4 


[Report by Valeriy Galitskiy, Aris Zakharov, and 
Aleksandr Frenkel, Russian State Committee on Statis- 
tics: ‘Production Output and Price Dynamics as of 22 
March”’} 
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[Text] 


Prices for Consumer Goods and Services 


Over the period 15 to 22 March 1994 prices for con- 
sumer goods and services rose by 2.1 percent, including 
for foodstuffs—by 1.4 percent, nonfood items—by 2.8 
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percent, and for-fee services for the population—by 3.5 
percent. The highest rate of increases in prices for 

and services was registered in the Far Eastern and East 
Siberian economic regions (about 3 percent), and the 
lowest—in West Siberian and Central Chernozem 
regions (1.3 percent). 


Indices of prices for consumer goods and services were as 
follows (as a percentage of the preceding observation date): 























03/05 03/15 03/22 Average daily price rise 
March February 

Consumer goods and 101.7 102.4 102.1 0.27 0.34 
services 
including: 
foodstuffs 101.5 101.7 101.4 0.22 0.32 
nonfood items 101.5 103.1 102.8 0.32 0.34 
for-fee services for 104.8 103.5 103.5 0.53 0.48 
the population 




















Over 22 days of March prices for goods and services 
increased by 6.3 percent (by 41.3 percent since the 
beginning of the year), including those for foodstuffs— 
by 4.6 percent (38.6 percent), nonfood items—by 7.6 
percent (33.1 percent), and for-fee services for the pop- 
ulation—by 12.3 percent (2.2-fold). 


Assuming that the current pace of price rises remains the 
same until the end of the month, the total rise in prices for 
goods and service in March will be about 10 percent. 


Foodstuffs. Over the period 15 to 22 March prices in 
organized and nonorganized trade rose by 1.5 percent 
and 0.9 percent. 


Price changes by main categories of food products are 
shown below (as a percentage of the preceding observa- 
tion date): 












































Total including: 
in organized trade in nonorganized trade 

All food products 101.4 101.5 100.9 
including: 

Meat and meat products 100.8 101.1 99.8 
Fish and fish products 101.6 101.7 100.4 
Milk and milk products 102.4 102.5 101.6 
Eggs 100.1 100.1 100.7 
Sugar 99.4 99.4 100.3 
Bread and bakery products 104.1 104.1 

Cereals and macaroni items 104.1 104.1 104.3 
Vodka 99.2 99.2 99.6 
Potatoes and vegetables 105.1 106.2 103.9 











In organized trade over the period 15 to 22 March vege- 
table prices rose at an anticipatory rate: garlic—by 11 
percent, carrots and fresh cabbage—by 8 percent, and 
beets and potatoes—by 4 percent. A high rate of prices 
increases remained with respect to bread and bakery 
products, cereals, cheeses, frozen fish, and salt (4-7 per- 
cent). There has been practically no change over the week 
in prices for meat, vegetable oil, sugar, eggs, and vodka. 


Since the beginning of the month vegetable prices have 
gone up by |7 percent, bread and bakery products—by 


13 percent, milk products—by 9 percent, and meat and 
meat products—by 4 percent. 


Similar to organized trade, the greatest price increases in 
nonorganized trade were registered with respect to fresh 
produce: prices for fresh cabbage, onions, and carrots 
went up by 6-9 percent. Prices for meat and milk 
products remained practically unchanged. Since the 
beginning of the month vegetable prices have increased 
by 13 percent, milk products—5 percent, and meat—3 
percent. 
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The cost of the consumer basket of 19 basic foodstuffs 
increased over the week by 1.5 percent and as of 22 
March amounted to 43,700 rubles [R], calculated on a 
monthly basis. The price differential between monitored 
cities measured a factor of 3.9. In terms of the cost of 
consumer basket Moscow and St. Petersburg ranked 
34th and 36th among 132 monitored cities (R47,700 and 
R47,600 on a monthly basis). 


Nonfood items. Prices for basic medicines increased over 
the week by 5 percent; those for light industry prod- 
ucts—by 2-3 percent, and tobacco items—by 1.4 per- 
cent. 


Since the beginning of the month prices for medicines 
have increased by 14 percent; garments, knitwear, and 
fabrics—by 7-9 percent; footwear—by 5 percent; and 
tobacco items—by 3.5 percent. 


For-fee services for the population. The trend of antici- 
patory rate increases with respect to for-fee services 
continued over the period under review. The cost of city 
bus fares increased by 10.9 percent. In Astrakhan, 
Novgorod, Ukhta, and Moscow they jumped over the 
week by a factor of two to 2.5. The cost of some 
categories of consumer and municipal services went up 
by 2-6 percent. There was a considerable increase in the 
cost of municipal services in Yakutsk, where apartment 
rents increased 1.5-fold, electric and gas rates— 
threefold, and hot water rates—more than fivefold. 


Since the beginning of the month the greatest rate 
increases have been registered with respect to municipal 
housing and hot water (1.7-fold) and city bus fares (by 22 
percent). Fees for certain categories of health care ser- 
vices and visits to sanitariums and resorts increased by 
7-10 percent. 


Industrial production. Over 20 days of March 1994, of 
163 most important categories of products counted in 
periodic reports, the average daily production, 
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as compared to the corresponding period of 1993: 


—increased with respect to 13 items, (including city 
telephone cables, polypropylene, potassium fertilizer, 
asbestos-cement pipes and couplers, cotton fabrics, 
school notebooks, pencils, high fat-content cheeses 
and feta cheese, and facial soap), or 8 percent of the 
total number; 


—decreased with respect to 145 items, or 89 percent of 
the total number; 


as compared to the corresponding period of February 
1994; 


—increased with respect to 59 items, (including automo- 
tive gasoline, diesel fuel, pig iron, steel, finished rolled 
metal, coking coal, sulfuric acid, mineral fertilizer, 
calcinated soda, synthetic ammonia, polystyrene, pro- 
cessing control panels, traveling electric cranes, pas- 
senger railcars, excavators, automobiles, buses, trac- 
tors, lumber, cardboard, roof slate, high-grade 
asbestos, asbest2s-cement pipes and couplers, decora- 
tive ceramic tile, video tape recorders, knitting 
machines, motorcycles, linen fabrics and sack cloth, 
raincoats, suits, footwear, meat, butter, high fat- 
content cheeses and feta cheese, and canned milk 
products), or 36 percent of the total number; 


—decreased with respect to 99 items, or 61 percent of the 
total number; 


Based on the dynamics of the production of most impor- 
tant varieties of industrial output, it is estimated that the 
average daily production in industry over the elapsed 
period of March 1994 amounted to 73 percent of that for 
the corresponding period of March last year. 


The output of the main categories of industrial products 
over 20 days of March 1994 is characterized by the 
following data: 












































Produced over 20 days of As % of the corresponding period 
March 1994 (in terms of average daily production) c” 
March 1993 February 1994 

Electric power—billion kw-hr 54.4 94 92 
Oil, including gas condensate, million tonnes 15.7 82 98 
Natural gas, billion cubic meters 36.4 99.0 99.0 
Coal, million tonnes 14.9 85 91 
Steel, million tonnes a4 73 104 
Finished rolled ferrous metals, including destined 1.9 82 107 
for export, million tonnes 
Steel pipe, thousand tonnes 174 49 86 
Large electric machinery, units 112 14 77 
Metal-cutting machine tools, units 263 29 79 
Passenger cars, thousand units 47.0 88 113 
Tractors, thousand units 1.1 15 130 
Chemical filament and fiber, thousand tonnes 10.4 49 99.0 
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Produced over 20 days of As % of the corresponding period 
March 1994 (in terms of average daily production) of 
March 1993 February 1994 
Mineral fertilizer (recalculated as 100-percent nutri- 386 77 110 
ent), thousand tonnes 
Automotive tires for agricultural vehicles, motorcy- 1.1 50 86 
cles, and motorollers, million units 
Commercial timber, million cubic meters solid 3.8 60 97 
wood 
Lumber, thousand cubic meters 568 67 104 
Paper, thousand tonnes 114 63 89 
Cement, million tonnes 1.6 68 92 
Roof slate, million standard ti!es 75.3 35 lil 
Construction brick, million units of standard brick 403 70 95 
Soft roofing and insulation materials, million square 16.3 47 91 
meters 
Fabrics, total, million square meters 131 80 86 
Hosiery, million pairs 18.1 65 87 
Knitwear, million units 10.0 67 87 
Footwear, million pairs 2.9 42 106 
Television sets, thousand units 136 71 89 
Radio receiving devices, thousand units 41.1 29 69 
Refrigerators and freezers, thousand units 127 71 79 
Electric vacuum cleaners, thousand units 50.6 29 100.2 
Washing machines, thousand units 92.3 47 85 
Meat, including subproducts, category I, total, thou- 84.0 67 101 
sand tonnes 
Whole-milk products, recalculated as milk, total, 343 83 100.4 
thousand tonnes 
Butter, total, thousand tonnes 15.4 63 117 
Granulated sugar, including quantities produced 43.9 32 82 
from customer-supplied material, thousand tonnes | 











of the Russian Federation defense complex, which com- 
prises 98 percent of all enterprises with defense contracts. 


Over the elapsed period of March 1994 there was no 
production of gantry cranes with lifting capacity of eight 
or more tonnes, grain-and flax-harvesting combines, and 
electric locomotives. 


Progress in Defense Industry Conversion. In 1993 conver- 
sion measures were being implemented at 716 enterprises 


Production cutbacks were typical in 1993 both for 
industry as a whole and for enterprises undergoing 
conversion, as may be seen from the following data: 























1993 as % of 1992 
Volume of production (contracts, including: 
services), total 
military civilian 
Industry—total 83.8 71.2 84.1 
including enterprises undergoing 86.0 77.9 90.2 
conversion 














Under the influence of conversion processes, the share of 
military products in total output dropped from 52 per- 
cent in 1990 to 31 percent in 1993. The change in the 


structure of output and number of employees engaged in 
this production may be seen from the following data (in 


percentages): 
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1998 1991 1992 1993 

Volume of production (contracts, services) 100 100 100 100 

(in 1993 prices)—total 

including 

military items $2 45 34 31 

civilian items 48 $$ 66 69 

average number of personnel engaged in 100 100 100 100 

industrial production on payroll—total 

including those engaged in production of: 

military items $2 46 38 33 

civilian items 48 54 62 67 

















Wages at enterprises undergoing conversion were lower 
than in industry overall and in 1993 amounted on average 
to R44,000 per month (in industry—R66,000 per month, 
including in machine building—R47,000). In 1993, 
165,000 persons quit their jobs at enterprises undergoing 
conversion. The number of personnel engaged in industrial 
production at enterprises undergoing conversion fell over 
the year by 12 percent, which is somewhat higher than in 
machine-building (by 10 percent), and twice as high as 
industry as a whole. 


As in the rest of industry, the financial situation of 
enterprises undergoing conversion in 1993 was typically 
unstable. The amount of money owed by consumers for 
products purchased from these enterprises reached R1.2 
trillion; of that, more than half was owed to them by the 
state. In turn, past due payments owed by enterprises 
undergoing conversion to suppliers for raw materials, 
parts, and components amounied to R854 billion. 


There were no substantial changes in the structure of 
financing of conversion measures in 1993. The share of 
money provided from the federal budget amounted to, 
according to data supplied by enterprises undergoing 


conversion, 2! percent of all expenditures, as compared 
to 24 percent in 1992. The share of outside sources of 
money in conversion financing has increased (from 41 
percent to 44 percent). This is mostly bank loans; the 
share of money received from foreign investors is 
extremely small (0.3 percent of all means received from 
outside sources). The share of self-financing of conver- 
sion measures in 1993 remained at the 1992 level and 
amounted on average over the year to 18 percent, 
although in the first quarter of 1993 it reached 29 
percent. 


In 1993 the destination of 18 percent of the output 
produced by enterprises undergoing conversion was out- 
side Russia; military equipment and arms accounted for 
one-third of this output. 


Operation of Urban Electric Transportation. In the Rus- 
sian Federation, 113 cities have electric urban passenger 
transport; of them, 77 have only streetcars; 43—only 
trolley buses; and 43 have both. Six cities have subways. 


The production base of urban electric transport and the 
passenger volume they carry are characterized by the 
following data: 





















































1992 1993 1993 as % of 1992 
Operating length of streetcar tracks, thousand kilometers 3.3 3.3 100 
trolley bus lines, thousand kilom~iers 4.79 484 101 
subway, kilometers 367.0 372.6 102 
Rolling stock as of the end of the year, thousand units 
—streetcars 14.3 13.9 97 
—trolley buses 13.9 13.8 99.5 
—subway cars 5.5 5.6 101 
Number of runs completed, millions 
—streetcars 36.7 36.1 98 
—trolley buses 56.4 56.7 101 
—subway trains 46 4.7 101 
passengers carried by urban electric transport—total, million persons 20,257 21,439 106 
including: 
—by streetcar 8,071 8,125 100.7 
—by trolley bus 8,619 9,102 106 
—by subway 3,567 4,212 8 
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In 1993, 13.9 km of streetcar track (one-way) were put 
into operation (one-third less than in 1992) and 103 km 
of trolley bus lines (2.1 times more). Additions to trolley 
bus lines were made in 17 cities, including Orenburg (21 
km), St. Petersburg (14.0 km), Kemerovo (13.0 km), 
Kazan (12.8 km), Irkutsk (10.7 km), and Perm (9.8 km); 
to streetcar tracks—in eight cities, including Vladivostok 
(5.5 km), Prokopyevsk (3.8 km), and Chelyabinsk (2.2 
km). 


The operating length of subway track increased in 1993 
by 5.6 km, which is 1.5 times less than in 1992. New 
segments were put into operation on the Samara (3 km) 
and Nizhniy Novgorod (2.6 km) subways. 


In 1993 urban electric transport enterprises received 498 
streetcars and 1,341 trolley buses, which is somewhat 
higher than 1992 deliveries. At the same time, the wear 
and tear on rolling stock remains high. Currently more 
10 percent of all trolley buses and streetcars in Russia 
have exceeded the term of their useful life. 


In Kaliningrad, 71 percent of streetcars have been in 
service for 15 or more years; in Volgograd, Samara, 
Vladikavkaz, and Izhevsk—more than 50 percent; and 
in Ulyanovsk, Pyatigorsk, Salavat, Yekaterinburg, and 
Komsomolsk-na-Amure—more than 40 percent. 


In Leninsk-Kuznetsk more than 50 percent of trolley 
buses have exceeded their normal service term; in 
Arkhangelsk, Yoshkar-Ola, Novocheboksarsk, Astra- 
khan, Balakovo, Nalchik, Rostov-na-Donu, Taganrog, 
Sterlitamak, Kurgan, Berezniki, Abakan, Bratsk, Chita, 
and Kaliningrad—more than 20 percent. 


In the subways rolling stock inventory, 32 percent of cars 
have been in service between 15 and 25 years, and 13 
percent of cars—for more than 25 years. There are 247 
cars (6 percent) in Moscow subway that have served their 
useful life (more than 30 years). 


As a result, the main cause of off-line idling of rolling 
stock are technical malfunctions. 


In 1993 on average 28.6 percent of trolley buses a day 
were not in use, of which 18.5 percent were under repair 
or awaiting repair; with respect to streetcars these figures 
amounted to 26.9 percent and 20.5 percent respectively; 
and subways—24 percent and 10 percent. 


More than 30 percent of trolley buses a day on average 
were not in use due to repairs or the need for such in 
Volgograd, Maykop, Cherkessk, Vladikavkaz, Volg- 
odonsk, Berezniki, and Novokuznetsk, and more than 
one-quarter in Smolensk, Tula, Rybinsk, Voronezh, 
Astrakhan, Krasnodar, Izhevsk, Chita, and Kaliningrad. 
For the same reason more than half of all streetcars were 
idle in Cherepovets and Astrakhan; more than 40 per- 
cent—in Pyatigorsk, Vladikavkaz, Nizhniy Tagil, and 
Kaliningrad; and 25-35 percent—in Ivanovo, Moscow, 
Smolensk, Yaroslavl, Volgograd, Samara, Zlatoust, and 
Magnitogorsk, Barnaul, Kemerovo, Novokuznetsk, 
Novosibirsk, Ulan-Ude, Krasnoyarsk. 
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Over the year, there were 104,100 incidents of trolley 
buses and 166,500 incidents of streetcars returning from 
their route ahead of schedule due to technical malfunc- 
tion. 


The unsatisfactory technical condition of the rolling 
stock results in the cancellation of scheduled runs and 
schedules not being followed. In 1993, 3.4 million (5.6 
percent) of scheduled trolley bus and 2.5 million (9.4 
percent) streetcars runs were not accomplished. 


In a number of cities the frequency of runs of ground 
passenger electric transport was reduced considerably. 
The number of completed trolley bus runs in Barnaul 
dropped by 36 percent as compared to 1992; in Sterlita- 
mak—by 31 percent; in Leninsk-Kuznetsk and 
Novokuznetsk—by 21 percent and 23 percent, respec- 
tively; in Makhachkala—by 19 percent; in Shakhty—by 
14 percent; and in Moscow, Cherkessk, Novorossiysk, 
and Stavropol—by 8-10 percent; of streetcar runs—in 
Ust-Ilimsk—by 43 percent, Shakhty—by 40 percent, 
Tver, Karpinsk, Biysk, Novokuznetsk—by 22-30 per- 
cent, Astrakhan—by 15 percent, Ufa—by 1!1 percent, 
and Tomsk—by 10 percent. 


Despite considerable rate increases for urban electric 
transport fares (in December 1993 as compared to 
December 1992 the cost of fares on streetcars and trolley 
buses increased by a factor of almost 15), passenger 
transportation by ground electric transport remains a 
money-loser. In 1993 in Russia as a whole operating 
expenses with respect to trolley buses exceeded revenue 
by R56.5 billion (1.7-fold), and streetcars—by R67.7 
billion (1.9-fold). 


In most cities less than 10 percent of expenditures for 
maintenance and operation of streetcar and trolley bus 
transport is covered by sales of fare passes. 


As a whole in all subways of the Russian Federation in 
1993 revenues from transporting paying passengers cov- 
ered only 29 percent of expenses; in Yekaterinburg this 
share amounted to 3 percent, Samara—5 percent, 
Nizhniy Novgorod—14 percent, Moscow—28 percent, 
St. Petersburg—34 percent, and Novosibirsk—59 per- 
cent. 


Oil and Gas Industry Operations in Tyumen Oblast. In 
1993 Tyumen Oblast accounted for 67 percent of all 
Russian oil production, including gas condensate, and 
for 91 percent of natural gas. 


The decline of oil production in the oblast continued in 
1993, and for the first time since production of gas began 
at Tyumen deposits, production of gas decreased as 
compared to the preceding year. The main indicators 
characterizing the work of Tyumen Oblast oil and gas 
industry are shown in the following table: 
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1990 1992 1993 1992 as % of 1993 as % of 

1991 1992 

Oil production, including gas condensate, mil- 365 270 236 84 87 

lion tonnes 

Natural gas production, billion cubic meters 574 582 563 100.4 97 

Wells available for exploitation wells as of the 

end of the year: 

—ovil 62.6 69.7 71.7 104 103 

including nonoperating wells, thousand units 7.5 16.8 15.8 159 94 

—gas 2.6 3.2 3.3 106 106 

including nonoperating wells, units 155 174 180 118 103 

New wells put in operation: 

—oil, thousand units 9.1 5.7 5.5 75 97 

—gas, units 147 51 118 86 2.3 times 

Volume of development drilling for gas and oil, 24.9 15.4 13.7 71 89 

million meters 

Average daily production rate: 

—oil wells, tonnes 19.2 14.3 12.6 88 88 

—gas wells (Russian Joint-Stock Society Gaz- 722 667 620 96 93 

prom), thousand cubic meters 




















In 1993 enterprises of the Russian Ministry of Fuel and 
Energy system in Tyumen Oblast produced 227 million 
tonnes of oil, including gas condensate, or 14 percent less 
than in 1992, and 562 billion cubic meters of gas (3 
percent less). Oil production by joint and small enter- 
prises amounted to 7.5 million tonnes, which is 1.7 times 
more than in 1992, and by Russian Committee for 
Mineral Resources enterprises—1!.5 million tonnes (a 
2.1-fold increase). 


Oil production through application of modern methods 
of increasing the output of oil beds increased by 14 
percent, and its share in the total volume of oil produc- 
tion—from 9 percent in 1992 to 12 percent in 1993. 


The trend toward an increase in the nonoperating stock 
of oil wells has been halted. While as of 1 January 1992 
it accounted for 15.8 percent of all operating well stock, 
and on | January 1993—24.1 percent; as of January 
1994, 22 percent of wells were not operational. At the 
same time, this figure is considerably higher than the 
all-Russia average (15 percent). In 1993, 7,600 previ- 
ously idle oil wells were restored to operation, including 
436 wells with the participation of foreign companies on 
a contract basis, which is 1.7 times and 2.2 times more, 
respectively, than in 1992. 


The decline in production of fuel in the oblast as a whole 
is the result of depletion of major deposits and the lack of 
money to invest in the development of the fuel industry. 


As compared to 1990, the average daily production rate 
of oil wells declined by one-third. The rate of water 
encroachment of the pool increased from 75 percent to 
80 percent. As a result, the energy-intensiveness of oil 
production in the oblast almost doubled. 


A similar situation is beginning to develop in the gas 
industry, where the average daily production rate of 
wells over the indicated period declined by 14 percent. 


The situation with respect to utilization of associated 
petroleum gas in not improving. In 1993, 23 percent of 
gas produced at oil fieids was burned in flares (21 percent 
in 1990). 


The volume of capital investment in the oblast’s fuel 
industry from all sources of financing is continuously 
declining; in 1993 alone in the oil industry it dropped as 
compared to the preceding year by 46 percent, and in the 
gas industry—by 29 percent. 


Lack of money for investment is to a considerable extent 
a result of consumer insolvency. As of | February 1994, 
Tyumen Oblast oil industry enterprises were owed R4.3 
trillion, and gas industry enterprises—RO.5 trillion. 


In 1993 Tyumen Oblast industrial enterprises earned $2.8 
billion—mainly from exports, which equals 22 percent of 
all Russian industry’s foreign currency earnings. Over the 
year $1.2 billion was used for imports. Among products 
imported were 83,000 tonnes of steel pipe, 88,300 tonnes 
of liquid-carrying pipe, 3,000 vacuum and air pumps, and 
other equipment. The amount of money remaining in 
enterprises’ foreign currency accounts amounted as of | 
January 1994 to $1.5 billion. 


In January-February of this year, oil production, including 
gas condensate, amounted to 33.9 million tonnes, or 13 
percent less than over the corresponding period of last 
year; and natural gas—99.5 billion cubic meters, which 
corresponds to the level of January-February of 1993. 


Foreign Investment. According the Russian Goskomstat 
data, foreign investment in the economy of the Russian 
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Federation in 1993 amounted to $2.9 billion. Of that, 
$2.6 billion (89.7 percent of all investment) was direct 
investment (which gives the investor the right to partic- 


The following regions were the most attractive for for- 
eign investors: 





















































































































































ipate in managing the enterprise). $ million % 
— , , , Moscow 766 26.2 
The most significant investment was in the following aaa eo = m1 
economic sectors: . 
Omsk Oblast 238 8.1 
$ million 4 Arkhangelsk Oblast 231 7.9 
Machine building and metalworking 678 23.2 Yevreyskaya Oblast 173 5.9 
Fuel industry 475 16.3 Mari Republic 145 5.0 
Trade and public catering 443 15.2 Belgorod Oblast 119 4.1 
Construction 156 5.3 Republic of Komi 105 3.6 
Woodworking and pulp and paper 132 4.5 
industry 
Construction materials industry 11 3.8 
Average Rates for Services in the Russian Federation 
Service 02/28/94 03/05/94 03/15/94 03/22/94 
Custom tailoring—women's dress 24,575.87 25,401.86 25,947.39 26,149.33 
Dry cleaning of winter coat or short coat 6,643.83 6,886.96 7,072.93 7,278.42 
Linen laundering and ironing (per kg) 497.27 517.92 550.96 569.18 
One visit to bath house (common hall) 479.68 499.74 §22.41 527.09 
Hair styling in women’s salon 4,776.13 5,127.24 5,353.11 5,544.07 
Women's shoe repair (polyurethane heel) 2,280.23 2,392.23 2,496.55 2,527.98 
One-way trip on innercity bus 31.13 35.76 34.49 36.59 
One-way trip on suburban train to zone 3 or 4 231.23 244.52 252.23 260.03 
Cost of travel per 100 km in compartment car of regular- 1,324.30 1,330.11 1,324.60 1,324.64 
service express train, destination Moscow (divide cost of 
ticket to Moscow by distance and multiply by 100) 
Cost of one minute of long-distance telephone call 276.36 285.58 288.80 290.81 
Monthly service fee for use of private (not party, not par- 1,565.05 1,663.14 1,762.33 1,765.85 
allel) residential telephone line in noncommunal apartment, 
without preferential discounts 
Hotel (one bed in category | double room in grade I hotel) 9,146.15 9,425.68 9,705.32 9,882.24 
Apartment rent per one square meter of general living area 11.59 14.35 19.70 20.16 
in municipal state housing 
Fixed fee for central-supply gas usage per person living in 21.75 22.11 24.91 31.27 
apartment with gas stove 
Fixed fee for hot water supply per person in apartment 117.20 142.01 186.07 204.54 
with all conveniences 
Urban electric rates 5.86 6.03 6.08 6.27 
Nursery-kindergarten (one child-day) 450.72 463.79 472.35 475.92 
Movie ticket, evening show 848.33 899.36 980.07 996.95 
Initial doctor's visit 2,451.84 2,500.19 2,569.13 2,624.28 
Ultrasound diagnostic test 4,551.27 4,630.72 4,687.13 4,810.59 
General blood test 1,456.30 1,477.31 1,511.46 1,559.66 
Initial visit to dentist or denture specialist 848.94 869.93 885.40 906.78 
Trade union sanitarium (one bed-day) 15,429.62 15,594.29 16,159.94 16,261.31 
Recreation home (one bed-day) 9,332.26 9,332.26 9,546.79 9,591.67 
Will certification by notary public 15,329.92 15,329.92 15,568.54 15,568.54 
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Duma Hearings on Federal Budget, Budgets of 
Federation Components 


944E0708A Moscow SEGODNYA in Russian 8 Apr 94 
p2 


[Article by A. Kirpichnikov, under the rubric ““Budget”’: 
“Draft Budget: Not Bad, but No Good: Government Not 
Insisting on Duma Approval’”’} 


[Text] Yesterday’s hearings in the State Duma on mutual 
relations between the federal budget and the budgets of 
federation subjects were representative: participating 
were Deputy Finance Minister Sergey Aleksashenko, 
Deputy Economics Minister Andrey Shapovalyants, and 
Central Bank Deputy Chairman Tamara Paramonova, 
as well as the leaders of the “economic” committees of 
the lower chamber. 


The representatives of executive power emphasized that 
for the first time a real, as opposed to declaratory, system 
for a trilevel budget had been proposed—federal, terri- 
torial (federation subjects), and local. The draft budget 
for 1994 has three basic divisions: income, expenditures, 
and transfers—from the federative into local budgets. 
Already a large part of taxes accrued is being sent to the 
locales: 37 percent of the value-added tax (VAT), 63 
percent of the profit tax, 100 percent of the income tax, 
and so on. There is nothing fundamentally new about the 
expenditures division: federal spending for defense, debt 
support, and the implementation of Russia-wide pro- 
grams eats up about 75 percent of the federal budget, 
leaving practically nothing to share with the territories. 


The greatest number of innovations is in the transfers 
division. The creation of a financial support fund for the 
territories has been proposed in the amount of 22 
percent of what comes in from the VAT. Three catego- 
ries of territories are distinguished: those in need of help 
from the center, those in special need, and those not in 
need. Upon classifying the territories in a transfer class, 
the population’s income and expense structure will be 
taken into account. Investments are planned only for 
unfinished sites of unusual economic or social impor- 
tance. Assistance will be given to regions that have 
suffered from radiation, as well as areas of the North and 
the Kuriles, on principle. 


The optimistic speeches of the three deputy ministers, 
however, met with approval from the deputy body and 
guests at the hearings only in the sense that finally at 
least some steps were being taken to meet the regions 
halfway. Critics were incomparably more numerous. It 
was pointed out that the Duma had not been presented 
with a consolidated budget broken down by regions, and 
therefore to talk about real changes in budgetary policy 
and their specific consequences was impossible. It was 
pointed out that a financial support fund of 22 percent is 
relatively less than the 35 percent from the federal 
budget allocated for the same purpose in 1993. Attention 
was drawn to the fact that the division of regions into 
three classes had not been fully thought out, that it 
insults the raw-materials territories that provide the 


FBIS-USR-94-042 
21 April 1994 


country with its main hard currency income, and that it 
could give rise to interregional conflicts. 


Numerous speakers from the floor emphasized the pov- 
erty-stricken situation with their budgets, differing in 
their definitions of how the necessary financial assis- 
tance should be applied, but agreeing that the draft 
budget as a document is incomplete and that it contra- 
dicts the Constitution. Representatives of the unions of 
cities complained that the role of the budgets of these 
points of settlement had been underassessed and insisted 
on the need to protect them from attempted incursions 
by oblast or kray authorities. Villagers expressed them- 
selves likewise. Finally, the issue was touched on of the 
obligatory cancellation at the government level of the 
promises of indexation, loans, and other preferential 
outlays that the government and president had promised 
in resolutions and edicts but had not provided the 
money for, addressing those desiring local budgets. Tax 
rates, state guarantees, and much else was debated. 


In the end, the hearings showed that, in its current form, 
the draft budget for 1994 is not going to win Duma 
approval. Hearing organizers consoled deputies with the 
fact that the government itself does not seem likely to insist 
on the document’s passage, being aware of its incomplete- 
ness. It all came down to the fact that there is no point in 
simply returning the draft to the Council of Ministers; it is 
essential, however, to form with government representa- 
tives a joint group to complete work on it. 


Editors Defend Publication of ‘Version No. 1’ 


944F0568C Moscow OBSHCHAYA GAZETA 
in Russian No 13, 1 Apr 94 p 1 


[Article by Leonid Sharov: “They Are Threatening, But 
We Are Not Afraid,” preceded by a “warning” from the 
Committee on the Press and followed by remarks from a 
legal expert] 


[Text] Warning 


OBSHCHAYA GAZETA No. 11 of March 1994 pub- 
lished material entitled “Kidneys Are Swelling. Is a 
Putsch Coming? Version No. 1,” which contains informa- 
tion on a coup d’etat, aimed at discrediting leaders of the 
Federal Duma and the Russian Federation Government, 
which is allegedly being prepared. 


The Russian Federation Committee on the Press believes 
that by disseminating deliberately false and slanderous 
fabrications by an anonymous author aimed at under- 
mining the constitutional order and destabilizing the 
situation in the society, the editorial staff of OBSH- 
CHAYA GAZETA has violated Articles 4 and 51 of the 
Russian Federation Law “On the Mass Media.” 


In accordance with its powers, the Russian Fedration 
Committee on the Press issues an official warning to the 
OBSHCHAYA GAZETA editorial staff. 


[Signed] First Deputy Chairman of the Committee on 
the Press V.V. VOLODIN 
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So OBSHCHAYA GAZETA has gotten its deserts. Next 
came a statement by the Russian Federation Committee 
on the Press devoted to glasnost. The questions asked in 
it were no laughing matter: 


—-Who wants to turn the peoples of Russia into a 
biomass without a tongue? 


—In whose interest is it to sow the poisonous seed of 
hostility between the branches of government? 


—lIn whose interest is it to sow the same seed between 
the leadership and society? 


—Who is eager to undermine the constitutional order? 


—To whose advantage is it to keep Russia in an atmo- 
sphere of rumors, gossip, and slander—ultimately 
fear? 


And there is an answer. On the eve of “Laughter Day” 
(or as they still call it, ‘Fools’ Day’), the deliberate 
criminal has been identified at last. It is OBSHCHAYA 
GAZETA! And something is not very laughable, even on 
1 April. Although it is not very frightening, either. 
Rather, it is a little nasty. For example, what is the value 
of the first paragraph in the committee’s statement to 
watch over the democratic achievements of our mass 
media: “Only unprincipled politicians who put their own 
ambitions above the fundamental interests of the state, 
the society, and the nation, can...” Such deep drilling 
should be envied by Iosif Stalin, Andrey Zhdanov, and 
Mikhail Suslov. 


Let us explain for those who have not been readers. A 
spark was lit because in two preceding issues, the edito- 
rial staff had published the so-called “Version No. 1,” 
explaining in a commentary here that this was obviously 
a hoax aimed at discrediting a number of major political 
figures. Why is the newspaper publishing a document 
which it states itself is from a questionable source? 
Because the provocative writing, regardless of the view 
of any newspaper, is being disseminated and unfortu- 
nately has become a fact of sociopolitical life. Following 
our publication, numerous commentaries demonstrated 
once again how many had “Version No. 1” in hand, were 
reading it, and were pondering what would actually take 
place. 


Both before and after the warning, the editorial staff 
continues to be confident that an informed public is 
within its direct responsibility. Moreover, this is pre- 
cisely the reason it exists. 


But the anger which has been directed at us is like an 
echo of those distant times when the first one to bring 
bad news had his head chopped off. Three weeks have 
passed since our publication. Neither the public prose- 
cutor’s office nor counterintelligence has been able to 
answer: who has been so assiduously disseminating 
slander on a coup, who has been circulating it, and who 
has been passing the anonymous document from hand to 
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hand? the head of the FSK [expansion not given] states 
that they have managed to find the authors of the 
document. Though special efforts were not required for 
this: the first one—Gleb Pavlovskiy, came to our edito- 
rial office himself and told us about work on the docu- 
ment. As far as those who were interested in dissemi- 
nating the false document and spared neither time nor 
effort for this are concerned, nothing is known about 
them. It is not hard to assume that they will not want to 
reveal their names. The simplest thing is to accuse 
OBSHCHAYA GAZETA of all the sins. 


Official reaction to the newspaper's statement is striking 
for its inadequacy. Every day in the newspapers and on 
television we read and see every possible kind of state- 
ment by all kinds of extremist political figures. All of 
them are simply taken into consideration, and it does not 
occur to anyone to make television or newspapers take 
responsibility for these statements: evceryone recognizes 
the right of the SMI [mass media] to reveal information. 


So what aroused the guardians of public tranquillity in 
our case? Let us examine the details. If the committee 
decides to repudiate “‘Version No. |!” after OG [OBSH- 
CHAYA GAZETA], why all the fuss? There are simply 
no reasons to be worried about public stability and the 
constitutional system. But if a state department believes 
there are reasons for this anyway, then it consequently 
assumes that “Version No. |” is not all a pack of lies; in 
this case, reproaching the newspaper for spreading slan- 
derous misinformation is even more unfair. This is like 
accusing the doctor who gives an inoculation against 
rabies of deliberately spreading infection. 


What is the point of the warning given to us? This is what 
it is: ““Next time do not take it into your head to inform 
the public about a provocation being prepared, but the 
main thing is not to interfere first and without permis- 
sion—otherwise you will be burned for sure!” Alas, 
OBSHCHAYA GAZETA cannot accept these instruc- 
tions for implementation. In the event that something 
like ““Version No. 1” is undertaken, we will respond to it 
in accordance with our convictions and professional 
responsibility by warning the public (but not the bureau- 
cracy) of impending dangers. Because only a putsch itself 
can confirm rumors about a putsch. This is enough, we 
have already “gone through it.”’ In August 1991, three 
were buried by a million. In October 1993, at least 150 
died... No one but the relatives knows where they are 
buried. The consequence has ended—forget it. 


But why are there so many extreme epithets threatening 
coups and exclamation points in those documents which 
made their appearance in the Committee on the Press 10 
days after our publication? Because nothing else is left 
for them. They have to threaten when there is no legal 
basis to deal with those who do not want to be near you. 


You have been threatened badly, as | see. 
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The Scheme for Accusation: Falsity-Previous 
Knowledge-Premeditation 


The excitement at the General Prosecutor’s Office about 
the slander gave rise to conflicting opinions among the 
public and in the press. 


We asked Aleksandr Yakovlev, professor and doctor of 
juridical sciences, for a particularly professional assess- 
ment of the scheme, which is how this matter can be 
classified. 


As soon as a criminal case has been raised, it certainly 
involves the application of Article 130 of the UK [Crim- 
inal Code], or more precisely, its third part, which 
defines the punishment for slander, combined with the 
charge of a state or other heinous crime. It has to be kept 
in mind that slander is the dissemination of DELIBER- 
ATELY false fabrications which defame another person. 
This wording must be “combined” with the principle of 
the presumption of innocence which applies in criminal 
law. This means that the burden of proof lies with the 
prosecuting side. Three things must be proved in a 
slander case: the falsity of the information disseminated; 
the fact that the falsity was known beforehand to the 
accused; and the fact that they acted with premeditation. 
This is the chain that appears: falsity-previous knowl- 
edge-premeditation. 


But it also happens that a person who disseminates false, 
defamatory information has been honestly deluded. In 
this case, we can and should speak about libel, which is 
a subject for consideration in civil law. Here the burden 
of proof lies with the defendant. The defendant’s inten- 
tion has no significance. 


Slander and libel lead to different legal consequences. 
Slander (Article 130 of the Criminal Code, Part 3) leads 
to imprisonment for a period of up to 5 years. Libel leads 
to refutation, and in a number of cases to compensation 
for material damages, if the court comes to the conclu- 
sion that this took place. 


Most cases of slander and libel are linked with publica- 
tion in the press. It is very difficlt o assess the role of the 
mass media in disseminating in. srmation that is incor- 
rect. On one hand, real protection must be given to a 
citizen’s honor and dignity. On the other hand, to 
encroach upon the prerogative of the press, which 
ensures the right of that same citizen to information— 
that is not to silence the newspapers and other mass 
media. 


‘Severnaya Korona’ Television Company Profiled 


944F0568B Moscow OBSHCHAYA GAZETA 
in Russian No 13, 1 Apr 94 p 13 


[Article by Irina Petrovskaya: “‘How Do We Measure 
Emptiness?’’] 


[Text] There are broadcasts which have no viewers or 
practically no viewers. On various channels. For various 
reasons. Sometimes the viewers are at fault—those who 


FBIS-USR-94-042 
21 April 1994 


have a duty to work but want to escape from it, those 
who prefer the easier mass culture to what is serious. 
Sometimes the television companies themselves are at 
fault because they are unable to find programs which 
deserve the viewers’ attention and are worthy of air time. 
In a word, all the unlucky broadcasts are unlucky in their 
own way. But for an entire channel to manage without 
viewers for its entire existence! This is impossible, you 
will say. There is such a channel, I respond. It is called 
“Severnaya Korona,” and it is on Sagalayev’s Channel 6. 


Strictly speaking, ““Sagalayev’s Channel 6” is an exagger- 
ation. There is a ““TV-6 Moscow” company whose pres- 
ident is Eduard Sagalayev. And there is the “Severnaya 
Korona” Company, which broadcasts on the same fre- 
quency as Sagalayev. There are two major differences, as 
they say in Odessa. 


The cohabitation of two different broadcasters in the 
same broadcasting space, from the standpoint of 
common sense, began a year and a half ago as the result 
of the competition for the last free channel in the meter 
waveband. The heated struggle was no laughing matter at 
that time, and there were many contenders. The 
licensing commission decided on a compromise and 
issued two licenses right away: to the Moscow Indepen- 
dent Broadcasting Corporation headed by E. Sagalayev 
and the International Television Business University 
headed by V. Novikov (who is also a director of the 
Board of Interregional Programs of Russian TV). 


The palliative decision of the licensing commission led 
to perplexity among the specialists familiar with broad- 
casting concepts such as programming policy and 
channel integrity. However, the eternal Russian desire to 
give earrings to all the sisters won out. 


The “sisters” began broadcasting on | January 1993. 
“Severnaya Korona,”’ unlike “Moscow TV-6,” was 
maintained modestly, advance payments and promises 
were not dispensed, and it did not organize a wide-scale 
advertising campaign in the newspapers—let us set up 
the business, they said, equip it properly, and then we 
will relax. From remarks appearing in the press every 
now and then, however, it was learned that “Severnaya 
Korona’”’ had been planned as an educational channel to 
provide regular television instruction in various disci- 
plines, including business, management, and marketing. 


For the sake of fairness, it should be pointed out that 
“Severnaya Korona” was put under difficult circum- 
stances from the very start, for it received broadcasting 
time from 1500 to 1900 hours daily. This time (espe- 
cially from 1500 to 1700) is not considered the most 
“watchable” on the other, popular channels. A song of 
admiration could have been sung for ‘“‘the foolhardiness 
of the brave,” if not for the quality of the programs 
presented for the verdict of viewers. These kinds of 
programs do not attract viewers, but turn them away. 
While the primitive level of most “Severnaya Korona” 
broadcasts could have been explained in the beginning 
by its poverty and lack of experience, now, after a year 
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has passed, this is impossible to explain by anything but 
the lack of professionalism of its founders. 


The main content of the channel (except for occasional 
foreign documentary films) consists of endless direct 
contact with various “talking heads.” You will recognize 
“Severnaya Korona” easily by its “picture’—dull, 
expressionless, with poor lighting and a fixed camera. 
Even on days off, when it would seem that the time that 
is disadvantageous on other days can and should be used 
to its maximum effect, one such broadcast is replaced by 
another—without inventivenes, imagination, or any 
kind of intervention by a director. 


At the same time, despite the fact that there are few 
obvious advertisements on the channel (what kind of 
advertiser would place advertising in a void?), most of 
the discussions in the studio are poorly concealed adver- 
tisements. It is obvious that these are so-called paid 
materials: a guest or guests pay for their statements on 
the air themselves. 


For example, here is an unconvincing discussion with 
the stage singer “Nika” and her producer. And the 
telephone of “‘Nika’s” studio is given in a subtitled still 
shot for the entire 10 minutes of the discussion. After 
“Nika” there is a group of identical faceless men repre- 
senting some firm. A discussion about the transformers 
produced by the firm is accompanied by subtitles: 
“Delivery of oil-immersed power transformers... Tele- 
phones such and such.” Even a viewer inexperienced in 
the subtleties of television production will easily see 
through the commercial format of the studio discus- 
sion—despite the impertinent statement by the 
announcer: “I think most viewers are interested in 
conctacts with your firm.” 


Everything else has the same relationship to the educa- 
tion declared by the channel as the oil-immersed trans- 
former has to the interests of most viewers. We can 
confidently acknowledge only one achievement by 
“Severnaya Korona”—it is the first and only really 
independent channel. It truly does not depend on 
viewers at all. According to the Sociological Service of V. 
Vilchek, the rating of ““Severnaya Korona” has not once 
climbed higher than 2 percent during its year of exist- 
ence; this actually means zero, nothing. “Severnaya 
Korona” has never been mentioned in any of the regu- 
larly conducted surveys of viewer preferences! This is the 
kind of broadcast misunderstanding there is in Russia’s 
capital. 


I do not know who is financing all this, but since the 
channel exists, it means that there are reckless persons 
who are paying for emptiness. Amazingly, “Severnaya 
Korona’”’ has accumulated everything in its small broad- 
casting space that is bad about TV in general—banality 
of musical broadcasts, boring econoimic broadcasts, 
tedious political broadcasts, and shameless advertising 
broadcasts. In concentrated form, this “compote” is 
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definitely not edible, and the viewer turns up his nose. 
And correctly so. There is more appetizing food on the 
daily TV menu. 


Well, there is one more lesson: it turns out that indepen- 
dence from the state in itself is no panacea for the lack of 
talent and professionalism. 


Yavlinskiy on Growing Economic Crisis, 
Anti-Inflation Plan 


944E0701A Moscow KURANTY in Russian No 61, 
1 Apr 94 p 5 


[Interview with Grigoriy Yavlinskiy, economist, by 
Yelena Vishnevskaya; place and date not given: “Not To 
Break Under the Burden of Debt’’} 


[Text] What is happening to the economy? Why is the 
crisis worsening? The questions that many reputable 
economists attempt to answer most often draw quite fuzzy 
answers. The “Gaydar team” appears to have done every- 
thing properly at the outset: It liberated the economy from 
the Gosplan [State Planning Committee] and the Gossnab 
[State Committee for Material and Technical Supply] and 
other legacies of the old system, decontrolled prices, and 
put production under the power of the “invisible hand” of 
the market. However, we have somehow gotten stuck at 
the accomplishments of summer 1992.... This is fraught 
with consequences! As is known, Grigoriy Yavlinskiy has 
his own view of what is happening, his own predictions for 
the future, and also his own program for overcoming the 
crisis. Grigoriy Alekseyevich believes that the main point 
is for us not to break under the burden of debt. 


[Yavlinskiy] At present, the economy of the country is 
under pressure from a powerful spring of inflation which 
was compressed precisely by the Gaydar government. 
Total debts for last year by virtue of state procurement 
and settlements with sectors receiving money from the 
budget now comes to about 5 percent of the gross 
national product. In the fourth quarter alone, the growth 
of credit outlays came to 75 percent of growth during all 
of 1993. It comes to approximately 15 trillion rubles [R]. 
All this is a consequence of decisions made previously. 


[Vishnevskaya] However, public opinion is that the 
“fathers of reform’’ have left the government, and the 
latter is now rolling back slowly but surely. Preferences 
for the military-industrial complex and subsidies for 
agriculture have already been promised.... Could it be 
that the past two years have been in vain? 


[Yavlinskiy] That the new government could lead Russia 
back is not the trouble. There is no way back anymore. 
However, not only does the new government lack a 
program, it also hardly has any idea of the situation that 
is beginning to emerge this year. It is this situation that 
conceals the danger! The danger is that, with its vision of 
reforms, the new government may embark on a path of 
extensively handing out easy credit and subsidies from 
the budget. Trillions of rubles have already been prom- 
ised to various sectors. To be sure, it has not yet come to 
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making payments; they are talking about stage-by-stage 
payment of the debt. However, how long will the gov- 
ernment be able to resist powerful pressure from sectoral 
lobbyists and evade meeting its own obligations? The 
temptation to become a kind and good government is 
great; besides, sectoral lobbies are very strong in the 
government. 


To be sure, the latest events indicate that the government 
expects to stay the old course for a while longer. Under 
such circumstances, our analysis outlined above may end 
up shifted in time somewhat in the direction of delay; on 
the other hand, the projected crisis may turn out to be 
deeper.... 


[ Vishnevskaya] So, what may lie ahead for us? Under the 
circumstances, what scenario for the development of 
events do you see for the coming year, especially because 
the first quarter is already coming to the end, and its 
preliminary results can be assessed? 


[Yavlinskiy] The first quarter took pressure from the 
credit outlays of last year and the need to pay back the 
debts of the budget which, in turn, were induced by a 
chain of nonpayments throughout the economy. This is 
why the spring will apparently become the first critical 
mark this year. A quite sharp upsurge in inflation is 
possible in the spring in conjunction with the infusion of 
money in the first quarter. The budget deficit will grow 
considerably. Spring will be difficult and this will, of 
course, provide the background for changes in the polit- 
ical sphere. Summer could be relatively stable, but then 
at a new level of the critical phenomena which I dis- 
cussed. The fall, the second critical mark, gives rise to 
the greatest concern. At this point the risk of losing 
control over inflation and a slump in production is high. 
In the fall, inflation may exceed the 50 percent level, and 
it will be very hard, if not impossible, to manage. 


[Vishnevskaya] Why should this definitely happen in the 
fall? The government intends to pay the debts back to 
rural residents virtually right away. Besides, procure- 
ment of agricultural products by the state is far less 
now.... 


[Yavlinskiy] The volume of state procurement is large 
enough to cause both an aggravation of the budget deficit 
and an increase in effective demand. However, this is 
only the first alarming factor of the coming summer. An 
increase in energy resource prices is the second. The 
pressure of cost-push inflation through energy resources 
will be extremely serious and very extensive by this fall. 


[Vishnevskaya] What awaits us by the end of the year in 
your scenario? 


[Yavlinskiy] The slump in production may exceed 52 
percent of the 1989 level—the last year of growth. The 
absence of investment will become the fundamental, 
root cause of the slump. 


[Vishnevskaya] This cause has been affecting the status 
of production for a long time.... 
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[Yavlinskiy] Its effect is exacerbated by another cause, 
which does not appear to be new. It is the loss of markets 
for sales. We have lost not just Western markets. Mar- 
kets in the CIS have been lost in conjunction with the 
cancellation of an economic treaty with the republics of 
the former USSR and an unwise attitude toward eco- 
nomic integration with them. Beginning 15 June of last 
year we managed to lose at an accelerated rate our own, 
Russian market for our industry beca ‘ise of the situation 
with the exchange rate of the dollar < the sharp growth 
of prices continued, the Central ‘x maintained the 
artificial exchange rate of the rub’ —:2inst the dollar for 
so long that it became more ac’vantageous to import 
goods rather than have them produced by domestic 
industry. The loss of domestic markets by the latter has 
virtually become an accomplished fact. Of course, we 
can recover these markets. However, it is now going to 
cost us in the form ofa sharp decline in the exchange rate 
over a quite lengthy period of time. 


[Vishnevskaya] However, yet another weighty factor 
which induces a drop in production has appeared or 
rather become sharply more pronounced: Labor collec- 
tives are increasingly striving to use available funds for 
consumption rather than investing them in the develop- 
ment of production. 


[Yavlinskiy] This is a new problem generated as a result 
of the kind of privatization of large enterprises the 
Gaydar government accepted and conducted, and which 
the Chernomyrdin government is continuing. Therefore, 
rather than referring to a structural fall which is generally 
necessary, we are compelled to refer to a general slump 
which has advanced to such a stage that it has now 
become a factor in the accident rate, various production 
stoppages for technical reasons, and other major troubles 
which call for 10-fold expenditures from the budget. 


[Vishnevskaya] To your mind, what can be done to 
prevent, after all, the development of events in keeping 
with the quite gloomy scenario outlined here? 


[Yavlinskiy] Trying to keep inflation to a rate of 20 
percent a month in 1994 is the foremost among many 
urgent tasks. To this end it is necessary, first, to bring the 
exchange rate of the dollar into line with the dynamics of 
inflation. If the dynamics of the market rate do not 
correspond to that projected, the government should 
compensate for the difference those with whom it has 
concluded futures transactions. Second, by no means 
and under no circumstances may there be a transition to 
a policy of easy credit and direct subsidies. Instead, | am 
proposing a painful measure, but the only correct one 
under such conditions: a reduction in the interest rate, 
with the volume of credit being administratively regu- 
lated. Enterprises are simply not in a position to take out 
loans given the current interest rate! This would be a 
temporary measure because in principle it is necessary to 
strive for an interest rate that exceeds the rate of infla- 
tion in the country. 
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Third, the policy of preferences for exporters should be 
revised sharply in order to prevent the outflow of foreign 
exchange from the country. Of course, the tax on the 
difference in exchange rates, the most powerful incentive 
for the exportation of funds, should be canceled imme- 
diately. 


[Vishnevskaya] However, whether we like it or not, the 
problem of debt due to state procurement remains. Will 
this inflationary mine be rendered less dangerous if the 
measures you are proposing are implemented? 


[Yavlinskiy] The signing of contracts for the delivery of 
foodstuffs to the state stocks in the fall should begin right 
now! This would make it possible to spread all transac- 
tions and expenditures throughout the year and not 
accumulate the entire backlog of debt in the fall. Reduc- 
tions in the volume of state procurement for current 
consumption should also begin without delay. It is 
necessary to privatize the entire procurement infrastruc- 
ture, primarily the elevators, right now. These are abso- 
lutely urgent measures which would make it possible to 
bring inflation under control within a year if they were 
taken immediately. 


[Vishnevskaya] And if they were not? 


[Yavlinskiy] Then we will mark time again and endlessly 
complain about “the forces hindering reforms....” 


Entrepreneurship Development, Issues Profiled 


944E0684A Moscow DELOVOY MIR in Russian 
1 Apr 94 p 4 


[Article by Bronislav Lisin, professor and board 
chairman of the New East Society for Supporting Eco- 
nomic Cooperation, Munich: “Social Portrait of Russian 
Entrepreneurship”’} 


[Text] It was only a few years ago that a layer of 
entrepreneurs began to be reborn in Russia—first, 
through cooperatives; later, the road was opened to part- 
nerships with limited responsibilities, joint-stock compa- 
nies and, finally, private enterprises. Many political forces 
link their plans for economic and political reforms in 
Russia with these people. During the recently held elec- 
tions, there were no voting blocks which did not declare 
their support for entrepreneurship. An even larger number 
of parties, associations, funds, etc., claimed that they, and 
only they, have the right to speak in the name of the 
entrepreneurs and to represent their interests. Who is he, 
the Russian entrepreneur? 
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Primarily, it is not the political sympathies of the entre- 


preneurs but their parameters as business partners that 
interest us. 


Let us avail ourselves of the materials from a survey of 
participants in the Second International Congress of 
Small and Average Entrepreneurship in Russia, which 
was held in Moscow during the summer of 1993. A total 
of 1,300 entrepreneurs from all regions of Russia partic- 
ipated in its work at the time. One-tenth responded to 
the questionnaire of the New East Society, which con- 
ducted this survey jointly with the Russian Management 
Personnel Consulting and Research Center. 


There were no big businessmen at the congress. Those, 
who had practically not yet begun active entrepreneurial 
activity but who were just taking the first steps in it, were 
also not present. In a word, we will talk about the normal 
Russian entrepreneurs. 


Where did they come from? The opinion is prevalent 
that former CPSU workers and criminal elements basi- 
cally became entrepreneurs. Possibly, such exist. How- 
ever, our information says that 46.6 percent of the 
entrepreneurs came from production, 18.8 percent 
worked in VUZ [higher educational institutions] and 
scientific establishments, another 6.75 percent were stu- 
dents, and 3 percent were servicemen. Only 13.5 percent 
came from the state apparatus and less than 3.3 percent 
from the party and Komsomol. With all the shake-ups 
that have occurred in the management staff during 
recent years, one should only welcome the fact that a part 
of the bureaucrats decided to earn money on their own 
and not settle into the next “office.” 


The opinion that, except for cunning and cleverness, an 
entrepreneur does not need either special brains or 
education, was also not confirmed. It is difficult to talk 
about intellect; we did not conduct an intellectual 
testing. There is total order with respect to the entrepre- 
neurs’ education. A total of 90 percent have a higher 
education and 13.5 percent an academic degree besides. 
The majority (63.9 percent) are engineers; 30.8 per- 
cent—economists; 12 percent—humanities graduates: 
3.75 percent—jurists, etc. Several have two and even 
three higher educational diplomas. Almost half have a 
good command of the English language; 18.8 percent— 
the German; substantially fewer know other languages. 


There were not so few women among the respondents— 
20.3 percent. A total of 83.5 percent were married. 
Despite the widespread opinion that entrepreneurial 
activity has a bad influence on family life, there were not 
many among those surveyed who were divorced—6 
percent. 


Here is the composition of the surveyed entrepreneurs 
by age (see Table No 1). 





Table 1 





Age 


Up to 25 


26-30 


31-35 


36-40 


41-50 


51-60 


Older than 60 





Percent 





1.5 





9.0 





12.8 





19.5 





37.6 





13.5 





1.5 
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Thus, it is basically people, who are already mature and 
who have a good life experience, that engage in entrepre- 
neurship. The motivation for their activity also confirms 
this. 


To the question: ““What motivates you to engage in entre- 
preneurial activity?” the following answers were received: 


- the desire for independence and self-realization—52.0 
percent. 


- the desire to provide material independence for 
myself—45.1 percent. 


- the wish to carry out my own plans and to incorporate 
my own ideas and works—45.1 percent. 


- the wish to make my own contribution to the forming 
of a market economy—32.3 percent. 


- the absence of other types of activity—0.75 percent. 


It is quite clear that not hopelessness but a completely 
deliberate choice led the respondents to entrepreneurship. 
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When answering another question about whether they 
would again make this selection now, 91 percent confi- 
dently said: “Yes” and only 0.75 percent said: “No.” 


This is particularly important because 57.2 percent of the 
surveyed entrepreneurs can be called veterans. They began 
to engage in this activity during the period from 1985 to 
1990, inclusive. A total of 32.3 percent became entrepre- 
neurs during 1991-1992 and only 2.25 percent can be 
called beginners. (In a number of cases, the total is some- 
what less than 100 percent because some did not answer 
this question; in other cases, it is more than 100 percent 
because a respondent could mark several versions of 
answers). 


The information about the type of the activity and the 
nature of the enterprises is of undoubted interest. Based 
on form of ownership, 50.4 percent are joint-stock com- 
panies: 33 percent—private individual ones; and 6.0 
percent—cooperatives. A total of 5.3 percent have for- 
eign capital. Among the surveyed entrepreneurs, 42.1 
percent are joint owners of their enterprises, 30.0 percent 
are stockholders, 20.3 percent work on contract, and 9.0 
percent are individual owners. 


Based on number of workers, the enterprises are distrib- 
uted in the following manner (see Table No 2). 






























































Table 2 
Number 6-10 11-20 21-50 51-100 101-250 251-500 More than 500 
Percent 8.3 14.3 15.8 16.5 20.3 5.3 4.5 
From the cited table, it ‘. — = that we are dealing —_ innovation activity 13.5 
in a very strict sense with small and average entrepreneurs. — peer aa 
Almost half of these enterprises are located in oblast and —_—‘Transport services 9.0 
kray centers and other large cities; 30.0 percent are in _— Agricultural production 9.0 
small cities. A total of 22.5 percent of the respondents ~ 
; Operations with money and securities 7.5 

were from Moscow or Saint Petersburg. As was already — : ~ 
mentioned above, practically all regions of Russia were —_ O"Banizing spare time 6.0 
represented in the sampling. Housing and municipal and consumer services 4.5 

_ _ Artistic trade 3.8 
Before describing the type of activity, one should point y= ony a3 
out that the majority of firms in Russia have been forced = . 


to engage in different types of work. Under conditions 
where a market is only being formed and where the 
norms regulating the activity of entrepreneurs frequently 
change, it is impossible, as they say, to put all your eggs 
in one basket. In addition, assets have a very rapid 
turnover in trade. Nevertheless, the strategic trend in the 
development of Russian entrepreneurship—the produc- 
tion of goods and services—is being clearly tracked; this 
is evident from the table: 




















Table 3 
Types of activity Percent 
Industrial production, construction and repairs 48.7 
Retail and procurement activity 37.6 
Commercial middleman operations 29.3 
Diversified activity 24.8 














Among the most important factors having a positive or 
negative impact on the activity of small and average 
enterprises, almost three-quarters of the surveyed entre- 
preneurs mentioned state laws; half—relations with 
banks; 30.8 percent each—monetary assets and the qual- 
ifications of personnel; and 26.3 percent—relations with 
local authorities. Other factors disturb them consider- 
ably less, for example, production practices—7.5 per- 
cent; and production costs—6.3 percent. Only 6.7 per- 
cent of the respondents mentioned the racket, about 
which so much is said and written. 


However, even the mentioned problems do not reduce 
the level of optimism in our respondents. To the directly 
posed question about the degree of their confidence in 
the success of their business, they answered: Have com- 
plete confidence—37.6 percent; basically convinced— 
44.4 percent. Only 0.75 percent have a complete lack of 
confidence. 
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The block of questions concerning the foreign economic 
activity of the entrepreneurs was extremely full. A total 
of 62.3 percent of them have foreign partners. However, 
only about half have specific projects with them. Just as 
many respondents regularly go abroad. A total of 23.3 
percent of those surveyed have never traveled abroad. 


An absolute majority of the entrepreneurs (87.2 percent) 
emphasized that they need the assistance of consulting 
firms to establish contacts with the necessary organiza- 
tions and businessmen abroad and an organizational 
accompaniment for implementing agreements and con- 
tracts. 


A total of 38.3 percent of the entrepreneurs indicated 
their lack of sufficient information about the interests of 
foreign partners and conditions for activity abroad as the 
main difficulty in their foreign economic activity. 


In the opinion of the entrepreneurs, the most preferred 
types of cooperation are: 





























Table 4 

Types of cooperation percent 
Investments in Russia 54.9 
Joint enterprise 45.1 
Selling products abroad 31.6 
Purchasing products abroad 29.6 
Using Western technology and 24.8 
know-how 

Using Russian technology and 18.3 
know-how 

Russian investments abroad 3.0 








The proposal about possible investments from Russia 
occupies the last line. Meanwhile, this is a completely 
realistic possibility. Actually, free capacities frequently 
exist in Western countries for producing a number of the 
products required by Russia. The problem is not a 
simple one; however, it deserves very careful study. 


The problem of Western investments in the Russian 
economy still has great urgency. We are talking about 
private investments. The following conditions are 
required for this: 


1) The possibility to select an investment project from 
correctly formulated proposals of equal value; 


2) Support and written guarantees from regional (oblast, 
kray, republic) management bodies; 


3) Professional consulting accompaniment for organiza- 
tional, legal and all other types of questions on the part of 
a Russian or Russian-German firm. 


If one is talking about the projects of small and average 
business, this is quite sufficient to begin work. The 
political risk has practically no serious relationship to 
this subject. 
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The political line of entrepreneurship itself is the policy 
of concrete affairs in the area of a market economy. It is 
no accident that 70.7 percent of those surveyed did not 
participate in the activity of parties and social move- 
ments. They are engaged in business and building the 
foundation of a new economy. 


Of course, we are not pioneers in the area of a market 
economy; many countries have achieved great success on 
this path. In the opinion of the Russian entrepreneurs, 
which one is of most interest to us? 


Germany—39.1 percent, USA—28.6 percent, South 
Korea—21.0 percent, China—17.3 percent, Japan— 
15.8 percent, Sweden—13.5 percent 


A considerably smaller number of respondents indicated 
the experience of other countries. 


This information makes one wonder. Look at the book- 
shelves of Russian stores. Are there many books on the 
experience of the FRG? At a minimum, nine out of ten 
books are devoted to the experience of the United States 
or other English-speaking countries. The lack of the 
required amount of necessary knowledge and experience 
transfers is becoming a serious problem that must be 
solved by joint efforts. 


Railroad Chiefs Critique Sector Performance 


944E0695A Moscow GUDOK in Russian 5 Apr 94 
pp 1-2 


[Article by A. Tashbulatova, GUDOK correspondent: 
“We Learned How To Spend, We Will Learn How To 
Earn: Notes from the Fifth Assembly of Railroad 
Chiefs”’] 


[Text] The results of 1993 and the results of the first two 
months of this year upset all the calculations: instead of 
the predicted drop in the transport volume, in the range of 
4 percent, by last December the reduction had reached 20 
percent and more. This recession continued in March. 
Despite the rigid stand of a number of railroads, they did 
not succeed in achieving any sudden change in remuner- 
ation for transport. As before, the mining, oil- and gas- 
extracting sectors, as well as enterprises of the chemical 
and timber complex, were insolvent. A number of major 
Russian enterprises periodically shut down and stopped 


shipping goods. 


The situation was similar on virtually every railroad. The 
problems of advance financing were exacerbated, both 
with respect to transfer of funds by the MPS [Ministry of 
Railways] and settlement of accounts with other railroads 
and enterprises. 


That is why the sector’s “brain center” assembled in 
Yekaterinburg. The assembly constituted not only a 
unique training aid and exchange of opinions of the road 
directors, but also a means of working out future strategy 
and tactics. The measures outlined were obviously inad- 
equate. The joint efforts of the roads to seek levers of 
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influence on the deepest strata of the railroad economy 
had to be coordinated. As O. Sharadze, chief of the 
Gorkiy Railroad, said, because of the changed condi- 
tions, structural changes were necessary as well. 
‘Whereas before, they pressed transportation on us and 
we had to decide how we were to convey things, now, in 
my opinion, the structures which are earning money 
have to be moved to the foreground. We all learned how 
to spend, but few learned how to earn. Therefore, I feel: 
we need to perform a structural reorganization so that 
the economy is in the foreground. This is the basis of all 
bases.” 


Three main blocks of questions were singled out at the 
assembly. These were the economic interaction of the 
roads with respect to carrying out the government decree 
“On the Position of the Russian Economy and Prospects 
for Its Development in 1994” and the statutes passed by 
the MPS Collegium on 11 March 1994; improving the 
transport process, or rather, reorganizing it, in confor- 
mity with the new conditions, and carrying out state 
programs for traffic safety. 


I. Besedin, deputy minister, in speaking to the assembly 
participants, devoted his main attention to following a 
flexible tariff policy and granting broader rights in this 
respect to the railroad chiefs. As we know, a one-ruble 
rise in the tariff for transport will lead to a five-fold 
increase in prices on the commodity market. Meanwhile, 
along with insolvency, the increase in tariffs played a 
decisive role in the deterioration of the sector’s eco- 
nomic situation. 


While in 1991, the increase in tariffs had virtually no 
effect on transport volumes, and many things in the 
economy were still moving due to inertia, the first abrupt 
crisis arrived in May-June 1992, when tariffs all in all 
rose by a factor of 62 compared with the 1989 price list. 
The situation then stabilized somewhat, but in 
November 1993, after the next rise in tariffs, by a factor 
of 1.5, a second crisis occurred: freight turnover dropped 
by practically 30 percent and more, and carriage charges 
began to be greatly in excess of the value of the goods 
transported. 


Within the limits of a single mainline, following a 
flexible tariff policy—whom and how much does it 
benefit—is within the jurisdiction of the railroad chief. 
But what happens when freight travels over two to three 
roads or more? 


The participants in the assembly suggested several per- 
spectives on the solution to this problem. In the first 
place, granting rebates and concluding the appropriate 
contracts with the consignors of the dispatching road by 
telegraphed agreement with the road of destination. 


In the second place, it was proposed that for an operative 
and qualified solution to the problems of regulating 
tariffs in through service and for market research, with 
the development of the appropriate recommendations 
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On Organizing transport and tariff policy, a network 
marketing center, so to speak, a tariff administration, be 
created at the MPS. 


The next perspective had already been discussed at the 
MPS Collegium. The overall level of tariffs today is such 
that railroad workers have begun to lose out in the 
competition with motor vehicle transport, where the 
growth rates of the tariffs are lower—not to mention 
small shipments and perishable freight, as well as rein- 
forced concrete items and building materials, and more- 
over for long distances. The advantage in the tariffs 
stems from the fact that the production cost of motor 
vehicle transport does not include expenditures to main- 
tain the highways. Meanwhile, the railroad workers, 
through tax on the railroad funds, by means of their own 
expenditures and accordingly, tariffs, even finance the 
motorists. 


On granting broader rights to the road chiefs.... This is a 
two-edged weapon, a serious question. Why? The rail- 
road workers are regarded as monopolists, hence it is 
natural that the anti-monopoly committee pays close 
attention to railroad directors. Some railroads have 
already had to pay millions in fines for this reason. Here 
we need the skilled work of specialists, lawyers and 
economists, careful, impeccable work on preparing con- 
tracts and fulfilling all the necessary requirements. The 
MPS drew up methodological instructions, which give 
recommendations, scientifically and with substantiation, 
on organizing transport and the tariff policy. 


The assembly also paid great attention to problems of 
improving cost-accounting relations within the sector. 
The method of formulating and the level of accounting 
prices for the transport of freight and passengers in 
through service, along with the volumes of transport, 
prove to have a considerable effect on the financial 
results of the railroads. For most of them, the relative 
proportion of transport in through service and the reve- 
nues from it is overwhelming. 


Many years of practical experience show that the existing 
system of accounting prices does not meet the require- 
ments of an objective evaluation of the railroads’ finan- 
cial-economic activity. The roads are not interested in 
seeking and realizing reserves for the rise and fall of 
expenses. 


For example, the Sverdlovsk Railroad had a 15-billion 
loss from transport in January, while the Baykal-Amur 
had a 1 5-billion profit. If one considers that the transport 
volumes on the Sverdlovsk are considerably higher, and 
the production cost is much lower than on BAM, this 
polarity in financial results can be explained only by the 
absence of objective criteria for formulating accounting 
prices. 


The identical level of profitability incorporated in 
accounting prices gives the advantage to roads which 
have a high production cost. For example, passenger 
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transport is unprofitable. The size of the losses are 
tremendous, but meanwhile, given the existing formula- 
tion of accounting prices, the roads performing the 
largest volume of passenger transport are the most proi- 
itable. Is this not a paradox? The time is not only ripe, 
but over-ripe for a return to the tariff principle of 
distribution. Today even with unified tariffs the obvious 
economic problems can be solved through the Russian 
government. 


If BAM, for example, with the present tariffs, is unprof- 
itable, everyone should know about it. The size of its 
losses should be known precisely. Today, however, reli- 
able, and moreover accessible information on the eco- 
nomic situation of the railroads is practically non- 
existent. After all, every director wants to see the 
situation of his own road against the background of 
others, in order to evaluate the success of his actions and 
to determine the problems that require joint efforts. 


The Sverdlovsk Mainline proposed its own variant— 
territorially differentiated tariffs. To accelerate their 
introduction one must take a look at practical experience 
and see what is happening as a result of this on indi- 
vidual sections. Let us say, with the next indexing of 
freight tariffs, by decision of the Russian Committee on 
Prices, a virtual coefficient is established for the Tobo- 
Isk-Surgut section, and so on, the road having been 
granted the right to exact and direct toward its income 
the corresponding additional carriage charge accompa- 
nying the dispatch and arrival of freight. 


A proposal was also introduced on rescinding the mate- 
rial responsibility of the roads for failure to adhere to the 
limit for financing transit roads. The road collectives 
should not bear the responsibility for the imperfection of 
the income distribution system. Wages constitute a large 
part of the operating expenses, and therefore, given the 
continuing recession in transport, one must not avoid 
taking note of this part of the expenses. 


This problem will be solved, in the first place through 
changing the work conditions for low-activity sections 
and stations, leaving the reserves of refrigerator rolling 
stock and the locomotive fleet alone, and taking organi- 
zational and technological measures. Today, however, 
although this question was also raised at the MPS 
Collegium, there is no proper basis for norms deter- 
mining the number of workers on the basis of the drop in 
transport volumes and the accounting fund for labor 
wages. Many of the existing normatives and norms for 
service have grown obsolete and are unsuitable for the 
present-day situation. 


Meanwhile, dissonance is introduced by the main 
administrations, which sometimes instruct the roads to 
increase the number of individual categories of workers 
and demand that certain technological and other struc- 
tural subdivisions be newly created. Every road acts on 
its own here. For example, the Sverdlovsk has put the 
emphasis on improving labor organization, and has used 
home duty, a fragmented work day, combining jobs 
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within an enterprise and a short work day. All this, of 
course, was approved by the trade union. The assembly 
proposed that the existing tariff rates and wages on the 
railroads be reduced to unified rates and wages, estab- 
lished for the network according to the vocational qual- 
ifications of groups of workers, based on differences and 
difficulty, in accordance with the Tariff Agreement. 


Under the conditions of the sharp drop in the transport 
volume, the problem of setting quotas for the railcar fleet 
is a very urgent one. On the roads, the non-operating 
fleet-—MPS reserves, technological reserves, railcars 
belonging on spur tracks and those not in good working 
order—sometimes exceed the operating fleet. The quota 
as a norm determining the minimum maintenance of the 
total railcar fleet for the volume of operations has lost its 
regulatory function. The station tracks are literally 
crammed with excess rolling stock. Under these condi- 
tions, an above-quota payment is added to the roads’ 
additional expenditures to maintain an excess fleet, 
which should be compensated in accordance with a 
centralized procedure. It turns out that a road is penal- 
ized twice. 


It was therefore proposed that the financial responsi- 
bility of the railroads for adherence to the quota be 
eliminated, since the roads are virtually devoid of any 
possibility of regulating the fleets to adjust them to the 
established norm. The classic indicators for the use of 
rolling stock—such as “work car turnover’”—are also 
obsolete. 


On transferring part of the locomotive fleet to other 
roads. How many documents have the main administra- 
tions passed, but there have been no substantial changes. 
For example, V. Predybaylov, chief of the Northern 
Railroad, complained that there are not enough diesel 
locomotives on the mainline, while there is an excess of 
electric locomotives. Another road uses old ones, which 
long ago worked out their motor life, such as VL22 
electric locomotives. These problems, of course would be 
more easily solved by the road directors than through the 
main administrations, as is done today. 


“This assembly is distinguished from others by the fact 
that the Sverdlovsk has shown us the way a road inter- 
acts with the VPK [military-industrial complex],” said I. 
Paristyy, chief of the Moscow Railroad. 


We have already told, on the pages of GUDOK, of the 
goods produced by the Machine Building Plant imeni 
Kalinin. The visit made to Uralvagonzavod left no lesser 
impression on the participants in the assembly. The road 
chiefs were already familiar with many of the items of 
the “railcar maker”—gondolas, tank cars with up- 
to-date modifications, in no way inferior to foreign 
analogs—these are, so to speak, purely railroad items. 
But the forklift trucks, excavators and agricultural equip- 
ment for home vegetable gardens—these were really 
impressive. The meeting with V. Seryakov, director of 
the Uralvagonzavod Production Association, was also 
interesting. 
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At Kamensk-Uralskiy, the assembly participants visited 
the Oktyabr Production Association, and familiarized 
themselves with the latest innovations in the aircraft 
industry and, of course, with the production of an 
automatic locomotive braking control system (SAUT- 
II), on the development of which scientists from VNI- 
IZhT [All-Union Railroad Transport Scientific Research 
Institute] and Oktyabr specialists collaborated. 


“We obtained a great deal of valuable information, 
related not only to stabilizing the sector’s economy, but 
also to solving many practical problems on the Sverd- 
lovsk Mainline,” noted A. Ivanov, chief of the Far 
Eastern Railroad. “I, a student of the Ural school, am 
proud that the Sverdlovsk Railroad is giving an example 
of the way one must operate under today’s difficult 
conditions.” 


Regional Leaders Polled on Reform Issues 


944K 1095A Moscow LITERATURNAYA GAZETA 
in Russian No 14, 6 Apr 94 p Il 


[Article by Denis Molchanov: ‘“‘View From the 
Regions”’} 


[Text] “Reforms in Russia—View From the Regions”— 
this is the title of the latest report from the All-Russian 
Center for Study of Public Opinion [VTsIOM] prepared 
with assistance from the Friedrich Ebert Fund (Ger- 
many). 


Specialists of the VTsIOM and the Ebert Fund polled 
about 400 business leaders in 12 regional centers of 
Russia: chiefs of administrations, mayors of cities, direc- 
tors of enterprises, merchants, bankers, and stock bro- 
kers. These people’s views on the problems of separation 
of power, the development of Russian federalism, and 
the division of authority between the center and the 
provinces were the subject of the sociologists’ study. It is 
customary to think that the opinion of the oblast leader 
carries weight only after it makes its way to Moscow— 
over seven decades it has become so firmly set in our 
brains that we frequently overlook statements from 
“provincials.”” And we take notice only when the justifi- 
ably offended region proclaims itself to be the “center.” 


Scholars are supposed to be intelligent in that they are 
the first to recognize the tendencies in the development 
of society. Clearly aware of who will be the main force in 
the forthcoming extra or regular presidential elections, 
sociologists have decided to insure themselves ahead of 
time against surprises like the one that occurred on 12 
December of last year. And it seems that they have 
achieved a certain amount of success. I am thinking of 
the information that 


—as a country that could serve as an example for Russia 
in economic development, China was named in first 
place, then came Western Europe and Japan, and the 
United States came only after that, 
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—two-thirds of those questioned think that Russia’s 
economy should be a unified organism, 


—85 percent of businessmen think that all regions of the 
country must have the same degree of independence 
and autonomy, and only 11 percent think that the 
regions densely populated by non-Russian nationali- 
ties should have a special national status, 


—when evaluating the attempt at the putsch in Moscow 
during 3-4 October 1993, 40 percent of those ques- 
tioned think what happened was a “predictable out- 
come of the resistance of the Supreme Soviet to the 
democratic transformations and market reforms.” 
One-third think that the putsch was organized by 
political and military adventurists and the legislative 
and executive powers were drawn into it. And 27 
percent think that this was an “authoritarian coup of 
the Yeltsin government which eliminated the parlia- 
mentary branch of power and established a dictator- 
ship,” 


—on the whole almost half of the businessmen in Russia 
assess the political situation in Russia as a loss of 
order, growth of anarchy, etc. 


What do you think of the course of the political reforms 
in the country? 


[Following are converted from bar graphs] 


The reforms should be continued, but gradually, without 
shock measures and increasing the social protection of 
the population—66 percent. 


The reforms should be continued using more radical 
measures than at present—23.7 percent. 


Which of our society’s domestic problems are bothering 
you most now? 


the weakness and helplessness of state power—45.2 
percent 


the growth of the number of crimes—45 percent 
the growth of prices—33.2 percent 
the crisis of ethics, culture, and morality—31.9 percent 


the disintegration of economic ties among the republics 
of the former Union—-31.7 percent 


the threat of mass unemployment—20.4 percent 


the corruption of representatives of the state appara- 
tus—20.4 percent 


the aggravation of national conflicts—10.8 percent 
the threat of a dictatorship—8.5 percent 


the deterioration of the condition of the environment— 
7.8 percent 


the shortage of food products and necessities—3.5 per- 
cent 
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the abandonment of the ideals of socialism—2 percent. 


Tell us, please, which economic system seems to you to 
be the most correct for Russia? 


the one based on private property and market rela- 
tions—72.2 percent 


difficult to answer—15.2 percent 


the one based on state planning and distribution—12.7 
percent. 


In your opinion, which of the business leaders and 
economists have the correct idea of how to lead Russia 
out of the economic crisis? 


Yavlinskiy—42.7 percent 
Gaydar—19.1 percent 
Volskiy—13.3 percent 
Travkin—8 percent 
Chernomyrdin—7.8 percent 
Shakhray—6.5 percent 

B. Fedorov—6.3 percent 
Abalkin—S5.3 percent 
Ryzhkov—S.3 percent 
Borovoy—3.5 percent 


Shatalin—3.5 percent 


Development of Machinebuilding to Year 2000 
Outlined 


94P50122A Moscow SEGODNYA in Russian 7 Apr 94 
pil 


{Own information report: “Russian Machinebuilding Is 
Planning 36-Percent Growth by the Year 2000”)} 


{Text} By the year 2000 the volume of production in the 
machinebuilding complex, including TNP [food and 
consumer goods] will grow, in comparable prices, to 
2543.4 billion rubles [R] as opposed to R1546.5 billion 
in 1992. Vladimir Kubantsev, chief of the department 
for long-range development of the State Institute for 
Designing Heavy and Transport Machinebuilding 
Plants, announced this. He presented the plan for the 
development of machinebuilding to the year 2000, 
worked out by the leading design institutes of eight 
machinebuilding sectors, at the 5 April session of the 
Russian Machinebuilding Committee’s scientific- 
technical council. The average growth of production, 
according to the forecast, will comprise 36 percent from 
1996-2000. The greatest growth is expected in the auto- 
mobile industry, tractor and agricultural machineb- 
uilding and instrument building. According to the plan 
for long-range development of machinebuilding adopted 
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by the council, the cost of industrial-production fixed 
capital will increase from R1367.1 billion in 1992 to 
R2181.9 billion in 2000. The greatest average annual 
growth of fixed capital is predicted for the automobile 
industry (56 percent for the period 1996-2000). The 
forecasters determined that capital investment in the 
years 1996-2000 will be R1071.7 billion, including 
R418.3 billion for construction-installation work. 
During this time the number of personnel, comprising 
2.647 million people in 1992, will practically not change 
by the year 2000. 


Continuing Flow of Refugees Into Russia 
Examined 


944E0710A Moscow NEZAVISIMAYA GAZETA 
in Russian 9 Apr 94 pp 1,2 


[Interview with Yu. Arkhipov, by A. Bayduzhiy, under 
the rubric “Problem”: ““Russia Has Become a Mecca for 
Illegal Migrants: According to Yuriy Arkhipov, Head of 
the Foreign Migration Administration of the Federal 
Migration Service, This Benefits the West’’] 


[Text] 


[NEZAVISIMAYA GAZETA] One of the tokens of 
recent times has been the mounting flow into Russia of 
citizens of states that only recently were called Third 
World countries. How many refugees from the far 
abroad are there on Russian territory? 


[Arkhipov] Here we need to clarify concepts. From the 
legal point of view, it is not refugees coming to Russia 
but people wishing to claim refugee status. They can 
become refugees only after the appropriate procedure, 
which assumes submitting a petition to the migration 
services, lodging of the petitioner at a temporary housing 
center, and verifying the data given in the claimant’s 
declaration. Only after this can the individual be recog- 
nized a refugee and be issued a refugee certificate for 
Russian territory. Foreigners who have not gone through 
all these steps are not considered refugees and are on the 
country’s territory illegally. According to data from the 
health care organs, such immigrants from the far abroad 
here number more than half a million, and their number 
continues to grow. Every day up to a hundred new illegal 
migrants arrive in Russia. 


As for official refugees, here the situation is somewhat 
confused. Before Russia joined the 1951 UN Conven- 
tion on the Status of Refugees in 1992, there were a 
significant number of foreigners on Russian territory 
who flooded in uncontrollably due to the openness of our 
borders with certain new states of the Trans-Caucasus 
and Central Asian regions. At the same time, the office of 
the Administration of the UN High Commissioner for 
Refugee Affairs (UVKB OON), which without the con- 
sent of the Russian organs of power began to undertake 
the massive reception of immigrants from the far 
abroad, issuing its own certification as “requiring 
asylum in the Russian Federation,” began operations in 
Moscow. Most of the migrants had counted on the 
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assistance of the UVKB OON primarily to move to the 
developed countries of Western Europe and Scandina- 
via. 


There are about 50,000 such UVKB-registered individ- 
uals in Russia. Since our country joined the convention, 
all of them, according to this organization’s office, must 
be recognized almost automatically as refugees on Rus- 
sian territory. Naturally, we cannot agree to this. 


Right now the Federal Migration Service is carrying out 
a reregistration of those registered by UVKB represen- 
tatives, and in the process many violations have been 
uncovered: some of the migrants have two certificates; 
others’ documents have changed hands more than once; 
and certificates have been issued without dates or num- 
bers and without individual files being opened on them. 


[NEZAVISIMAYA GAZETA] Which means, if you 
don’t count the individuals registered by the UVKB, 
there are officially still no refugees from the far abroad in 
Russia? 


{Arkhipov] Absolutely correct. The Russian law “On 
Refugees” provides that an individual who has arrived 
on our territory must immediately declare himself as 
seeking asylum in Russia. We have many migrants who 
entered the country three or four years ago and have 
been living on Russian territory in the hopes of leaving 
by any means possible for other countries and who are 
involved in semi-legal business operations. They make 
themselves known only when they have dealings with the 
lawkeeping organs, or if they are unsuccessful in getting 
to the West. So in what capacity can we consider them? 
As people seeking asylum, refugees, or, more likely, as 
illegal migrants? However, the Western states and the 
UVKB OON ignore the nonstandard situation in Russia, 
believing that we are intentionally dragging our heels 
about giving these individuals refugee status. Here it 
should be noted that as soon as Russia joined the 
convention, literally a week later, seven Western states 
tightened up their visa procedures. That is, they made 
our country virtually the last. The West profits if this 
great mass of refugees from the Third World stays in 
Russia, which protects the West from their penetration. 


[NEZAVISIMAYA GAZETA] So joining the convention 
was a mistake on Russia’s part? 


[Arkhipov] When it was being signed, we were evidently 
counting on the West beginning to assist the Russian- 
speaking population that had started to arrive on Rus- 
sian territory in massive proportions. However, these 
hopes were not vindicated. According to the Western 
States, the Russian-speaking citizens arriving here were 
not refugees, unlike the Somalian, Kurdish, and African 
migrants, for example. That is, in joining the convention, 
we did not take into account the political, economic, 
social, or moral-psychological consequences of this step. 
According to our assessments, the cost of maintaining a 
single family of migrants from the far abroad from the 
moment they cross the border until the decision is made 
on whether or not to present them with refugee status 


FBIS-USR-94-042 
21 April 1994 


(according to the law, this should take three months) 
comes to more than 3 million rubles. Naturally, that kind 
of money is nowhere to be found. Our country’s doctors 
have proved unfamiliar with many of the diseases from 
which the African and Asiatic refugees suffer, and it is 
difficult to control them. For instance, as a result of tests 
on migrants registered by the UVKB, several people 
infected with the AIDS virus were discovered who later 
disappeared and whom we have never been able to 
locate. 


One more miscalculation turned out to be the fact that 
Russia has become nearly the sole state in the world to 
join the convention on refugee status and its protocol in 
full. The United States joined only the protocol; other 
states signed the convention after setting many qualifi- 
cations, thanks to which they can refuse to implement 
some of its conditions. Moreover, Russia has gone even 
further. The law “On Refugees” passed in Russia is 
broader than the convention, which has evoked surprise 
even among international experts. Much more devel- 
oped countries would not have permitted themselves 
this. 


[NEZAVISIMAYA GAZETA] But at one time passage 
of the Russia law “On Refugees”’ was offered up to us as 
a major accomplishment in the sphere of guaranteeing 
human rights. Now it is judged differently? 


[Arkhipov] By the law’s appearance, yes; but by its 
content, not entirely. The law proved more declaratory 
than really effective. A certain hastiness in its passage in 
the existing edition led to many legal gaps and dispari- 
ties. It lacks any reference whatsoever to a mechanism 
for offering refugee status. It turns out that in order to 
obtain the latter, a foreigner only has to submit a 
statement. Imagine the cost of the standard implied by 
the law providing for offering refugees housing “from a 
special housing fund designated for refugees,” which no 
one had created at the time the law came out! And so 
forth. Right now we hae prepared, based on the expe- 
rience we have, and sent out for approval, amendments 
to the law “On Refugees” and forced resettlers. The 
excessively expansive—in comparison with the conven- 
tion—interpretation of refugee status has been deleted, a 
procedure for offering that status has been introduced, 
and not only the rights of refugees but also the rights of 
the state with respect to them have been set forth more 
precisely. 


[NEZAVISIMAYA GAZETA] Does Russia have centers 
for work with refugees from the far abroad? 


[Arkhipov] Not yet. So far we have not managed to 
create them, not only for economic reasons but also due 
to the sharply negative attitude of local authorities and 
the population. Right now preparations are being com- 
pleted for opening the first such center in Perm Oblast, 
and altogether there are plans for up to 10-12 regional 
centers for temporary lodging. This is a half-closed 
institution, where foreigners will be located to ensure 
their safety under guard. We cannot allow huge masses of 
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people who do not know the languages or rules of the 
country and who, it has to be admitted, treat our laws 
with extreme negligence to resettle at will across Russia. 
But here another problem arises. The majority of the 
migrants from the far abroad are concentrated in 
Moscow and under no circumstances do they wish to 
leave it. Recently we suggested that a group of Kurds 
resettle in Tver, and en route half of them ran away. Are 
these refugees? If the police have to be sent to catch 
someone, then this is not a refugee but an illegal migrant, 
and adequate measures must be taken, up to and 
including deportation. 


[NEZAVISIMAYA GAZETA] For some reason | 
haven’t heard anything about even a single case of such 
deportation or expulsion. 


[Arkhipov] For this you have to ask the passport and visa 
service of the Ministry of Internal Affairs, which is 
supposed to deal with the deportation of citizens found 
illegally on Russian territory. Although, as far as I know, 
in 1993, there were a few instances of citizens of China 
and Vietnam being expelled from Russia. In general, the 
deportation process right now in many ways makes no 
sense: you can spend millions of rubles on the expulsion 
of foreign citizens, but tomorrow, given our open bor- 
ders, they will turn up in Moscow again. Deportations 
are not going to solve the problem of illegal migration. 
We must come to an agreement as quickly as possible 
with the states of the former USSR, either on estab- 
lishing strict visa control along the perimeter of the CIS, 
or else on stopping the transit of migrants to Russia 
through those countries. And naturally, Russian pass- 
ports must be introduced. 


KamAZ Engine Plant Rebuilds After Fire 
944E0707A Moscow IZVESTIYA in Russian 13 Apr 94 
p4 


[Article by B. Bronshteyn, IZVESTIYA correspondent: 
“KamAZ: A Year After the Fire’’] 


[Text] Naberezhnye Chelny—Exactly one year ago, on 14 
April, the largest enterprise of the KamAZ joint-stock 
company—an engine plant—burned nearly to the ground. 


Since the tragedy, KamAZ has received the Golden 
Globe, an award from the American Fund for Eastern 
Development, for its high level of production, and the 
Diamond Star, a prize for quality from Mexican indus- 
trialists. The auto giant was included in the catalog “The 
Elite of Russian Business” —“*Darin-94,” and its general 
director, Nikolay Bekh, is listed in Who’s Who, a world 
encyclopedia representing 5000 outstanding individuals 
in the world. Not bad for someone whose lost everything 
in a fire, is it? 


The Iron Phoenix 


Naturally, things are not going all that brilliantly at 
KamAZ, despite all the awards and honors. Moreover, 
according to some indicators (for example, for solvency), 
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things are simply bad. The main thing that they have 
managed to prove in the past difficult year, however, is 
KamAZ’s capacity for self-renewal and self- 
development, and in conditions of general economic 
chaos, moreover, which is scarcely better than a fire. 


IZVESTIYA has spoken to its readers about the progress 
of the restoration of the engine plant, but it would not be 
out of place to repeat that this work, impressive for both 
scale and tempo, was accomplished with minimal assis- 
tance from the state. KamAZ had been promised 50 
billion rubles (R) of gratuitous assistance; R18 billion 
were allocated. Matters also went badly with credits: 
KamAZ again received R18 billion per year at a 170 
percent rate of interest. Even so, last autumn engine 
assembly started up at the restored (and fantastically 
re-equipped) plant. The restoration of this production 
took, apart from enthusiasm, R150 billion and $150 
million. Understandably, KamAZ is up to its ears in 
debt. Suffice it to say that it owes upwards of R70 billion 
to the builders responsible for the restoration work, who 
are counting on the authority and stability of KamAZ, 
which will not let them down and will pay them when 
things ease up. 


KamAZ’s salvation throughout this very difficult period 
has been that it never ceased operation. By assembling 
vehicles and selling them, the joint-stock company took 
in about R50 billion every month. For many, the idea of 
putting out trucks without power units was surprising, 
but, strange though it seems, there was a steady demand 
for them for several months. After all, many buyers had 
engines in reserve, and others were able to obtain them 
from service operations. Moreover, as has already been 
reported, KamAZ had efficiently arranged for the 
assembly of engines at others of its enterprises, if only on 
a small scale. 


There were times when the assembly line would come to 
a halt for short periods of time, but the hardest times 
already seem to be behind them. Today at KamAZ they 
are assembling 150 vehicles a day (they need to make 
400 to do well), they have finally paid salaries for 
January and February, and they are starting to talk about 
paying the March salary. True, as before, many workers 
in the forging and casting plants are on mandatory leave. 
However, even here there has been an improvement in 
the situation: KamAZ now has the funds to acquire pig 
iron and aluminum, and by May the plants may be 
supplied with the resources to meet at least half their 
needs. 


Here it is appropriate to speak about another large debt 
of KamAZ—to the supplier plants. Since the auto plant 
has nothing to pay them with, they are not supplying 
parts. At KamAZ, there are now hundreds of incomplete 
trucks stowed away (in March there were 3500). There- 
fore the April program might seem somewhat strange: 
assemble 2000 vehicles and sell 3000. That is, the plan is 
to pull out an extra 1000 and finish them. And in 
general, to pay off their partners and restore the supply 
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system, now the chief task, which is no easier to carry out 
than rebuilding a burned out plant. 


The View Through the Windshield 


So, now the ashes and the gigantic building site can only 
be seen with the help of a rear-view mirror. But what 
kind of prospects open up with the view through the 
windshield? 


There is no bad without good, and the problem that 
arose with the engines forced the KamAZ directors to 
take absolutely revolutionary decisions, in particular, the 
agreement with the American firm Cummings. This 
partnership was conceived of back in 1991, after the 
privatization of KamAZ. Energetic and purposeful 
actions afterthe fire by the people at Naberezhnye 
Chelny proved yet again to their foreign partners that 
they could do business with KamAZ. As the American 
press noted, the Cummings Company decided to stand 
back from the principle of slow rapprochement, speed up 
the deal, and expand the scale of the collaboration. As a 
result, it was decided to build an engine plant jointly at 
Naberezhnye Chelny that will produce up to 50,000 
motors a year. Construction is slated for 1996, and in the 
meantime American engines are being installed into 
Naberezhnye Chelny trucks designated primarily for 
export. For our consumer they are rather expensive. 


We know that KamAZ today is not only trucks. More 
and more on our roads one comes across the 
Naberezhnye Chelny-produced, limited-run Oka, which 
at one time was nearly called the Kama. Last year, which 
was so unsuccessful for the Naberezhnye Chelny people, 
KamAZ put out 6000 passenger cars, increasing their 
production over 1992 by 40 percent. As the plant’s 
director for passenger vehicles, Oleg Belonenko, told the 
IZVESTIYA correspondent, the assembly line is just 
about to move to the new building, where capacities for 
50,000 motor vehicles a year are being created. 


‘We financed the construction of this building out of our 
own funds,” he said. “In this sense the fire did not affect 
expansion of production. You know, it’s nice to hear that 
someone is encouraging production when everyone 
around him is undermining it.” 


Not everyone knows, probably, that a program to put out 
city buses, the KamAZ-5262, is beginning to be imple- 
mented at Naberezhnye Chelny. An experimental model 
has already been tested in Kazan, and Mintimer 
Shaymiyev, the president of Tatariya, has aiready ridden 
in it. The bus is roomy, designed for 120 passengers (it is 
not hard to guess that when the president is not on board, 
a good 240 will squeeze in). The first industrial lot of 100 
buses is expected to be put out this year, and in general 
the program is calculated for 10,000 vehicles a year. 


In short, as Nikolay Bekh, general director of the 
Naberezhnye Chelny auto giant, says, KamAZ is eternal 
and will live forever. True, some of Nikolay Ivanovich’s 
subordinates feel that he frequently manifests excessive 
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optimism, but it is better to have an optimist-director 
then a pessimist—you get nothing but melancholy from 
those pessimists. 


In conclusion, a couple of words on the fire. Evidently, 
the accident taught the KamAZ people something. 
Reports on the laying of the roof on the restored plant 
indicate that anti-fire zones are being put in (previously 
there had not been a trace of them). In addition, there is 
information to the effect that KamAZ for the first time 
intends to insure its multi-billion-ruble property 
according to Western standards—something which, 
apart from everything else, its foreign partners are 
insisting upon. This is probably right: you cannot trust to 
chance or to lightning not striking in the same place 
twice. 


Government Monopoly in Mineral Trade Urged 


944E0712A Moscow RABOCHAYA TRIBUNA 
in Russian 15 Apr 94 p 3 


[Article by P. Budnitskiy, sector director of the RF 
Economics Ministry’s Council on Productive Forces: 
“Russia, Do You Know This Itch?: What We Have, We 
Don’t Hold on To”’} 


[Text] More and more oil, natural gas, copper, and nickel 
are being exported to the West from Russia for next to 
nothing. The income is coming to rest in foreign banks. 
Who is going to put a halt to this economic self- 
exhaustion? And how? According to the author of this 
article, we must restore legislatively the state monopoly on 
the mineral trade—if only for 10 years or so. 


Reform of the Russian economy started out to the slogan 
about the need for structural perestroyka. What is its 
intermediate result? In 1993, the raw materials compo- 
nent of Russian exports to the far abroad rose to 86 
percent, whereas in 1990 the proportion of raw materials 
in exports was a little more than 60 percent. This means 
that structural perestroyka still has a strongly expressed 
negative significance. 


The increase in the export of raw materials from Russia 
is proceeding at the expense of domestic consumption. 
Domestic consumption of oil over the last three years 
has declined by 40 percent, and of natural gas by 22 
percent; nonetheless, official export (not counting con- 
traband export) of these products for this period 
increased by 4 and 20 percent, respe tively. An analo- 
gous situation is taking shape with metals, cellulose, 
ammonia, mineral fertilizers, and so on. 


Export from Russia is going to grow. The increased cost 
of imports will tend to limit the number of solvent 
purchasers and, consequently, to cut the volume of 
imports themselves. If these processes are not halted, the 
physical volumes of raw materials exports will grow—to 
the point of completely exhausting our reserves of the 
types of raw materials, semi-manufactured items, and 
metals being exported. 
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In addition, we are seeing a relative increase in the cost 
of capital stock in devalued hard currency and a decline 
in the price for manpower. The foundations for any 
possible industrial development will be undermined in 
that part and the private sector. 


Russia has been in a similar situation before, during the 
NEP (New Economic Policy), when private entrepre- 
neurship was choked out precisely due to a lack of raw 
materials. In those years, up to 80 percent of the raw 
material resources were exported from Russia. Liberal- 
ization of foreign economic activity led to the majority 
of enterprises in the mining complex, independently or 
through the SP [joint enterprises], MP [small enter- 
prises], and so on, entering the foreign market. 


The foreign economic turnover of these enterprises is 
subject to virtually no accounting. According to various 
data, export of hard currency received primarily from 
the sale of nonrenewable resources and primary output 
from them totaled $40-45 billion over the last two years. 


The scale of sanctioned and contraband export of raw 
materials resources is leading to a sharp decline in prices 
for many types of raw materials resources. Prices for 
copper, nickel, and aluminum on the London metals 
market have fallen in 1993 in comparison with 1990 by 
22, 42, and 31 percent, respectively. 


Most worrisome, however, is this: the normal work of the 
oil and gas, metallurgical, fuel and energy complexes, 
and chemical and lumber processing industry—the main 
suppliers of hard currency to the Russian Federation 
(RF)—depend to a significant extent on imported equip- 
ment and spare parts for that equipment. Due to the 
“price scissors” (low prices for raw materials and high 
prices for equipment), the quantity of raw materials 
being exported is growing steadily. The increase in the 
cost of imported equipment is simply frightening. If in 
the years 1976-80 equipment worth $12 billion was 
bought for the Russian raw materials complex, and in the 
years 1981-85 about $20 billion, then in the last 5-7 
years, according to specialists’ calculations, about $100 
billion was needed. 


Actually, the export of raw materials from Russia was also 
practiced immediately after the conclusion of the civil war. 
In the years 1933-34 (at the end of the Depression in the 
West), this process reached maximum proportions. Only 
in 1936 did a decisive decline in raw materials export 
begin. For approximately 10-12 years after the end of 
World War II, raw materials were virtually not exported 
abroad from the USSR at all. This specifically may have 
been one of the reasons for the complete restoration of the 
USSR’s industrial potential by 1954, something the 
majority of Western analysts thought would take Russia 
at least 30 years. 


An equally alarming situation is taking shape in what is 
for Russia a new economic process—the sale of the rights 
to prospect for and work mineral deposits, or simply— 
the sale of our depths. At the present time, it is in the raw 
materials sector of the Russian economy that elevated 
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investor activity has been noted. However, Russian 
interests are virtually not considered at all in raw mate- 
rials plans, which envisage taking abroad the raw mate- 
rials and the profit received from their sale. Reinvest- 
ment of the profit into Russia’s economy is not being 
considered at all in these plans. 


The absence of an elaborated mechanism for holding 
competitions for the right to prospect and work Russian 
mineral deposits leads to incompetent, frequently only 
recently organized companies that are interested not in 
exploiting the deposit but in the resale of the licenses to 
work them receiving licenses. 


The loss of state control over utilization of the mineral 
and raw materials base and over reliable resource provi- 
sion for the country is becoming very real. This could 
lead to the total collapse of Russia’s economy and, as a 
consequence, to the loss of the state’s economic and 
political independence. 


Russian legislation on regulating mineral use is limited 
essentially to the RF Law “On Mineral Wealth” and a 
series of resolutions by the Supreme Soviet. In the 
United States, on the other hand, a country with devel- 
oped market relations, the number of laws actually 
reinforcing the state’s priorities in the use of the national 
raw materials base is almost 10. I will list only a few of 
them: the law on national policy in the sphere of mate- 
rials and minerals; the Mining Code; the law on strategic 
resources. .. . The Bureau of Mines, which is part of the 
Department of the Interior, takes care of the planning 
(“‘marketers,”” who shudder at the mention of this word, 
should forgive me) for prospecting and for opening up 
national mineral and raw materials resources in the 
United States. 


Within the framework of forming and implementing RF 
raw materials policy, the state must be secured by law the 
priority right to dispose of mineral wealth. In all joint 
and wholly foreign plans for opening up Russian mineral 
wealth, the portion of the raw materials and profit that is 
going to be taken out of Russia must be carefully 
discussed in order to allow us to determine the volumes 
of funds for reinvestment into Russia’s economy. 


In prerevolutionary Russia, foreign entrepreneurs were 
allowed to take out a little more than 12 percent of the raw 
materials they mined or the profit received from their sale. 
Naturally, no one could take the remainder of the profit 
away from them: legislation proposed that they use this 
capital for the development of the Russian economy. And 
they agreed to this. Many even took Russian citizenship. 


In order to avoid mistakes in taking decisions on large- 
scale raw materials projects, it is essential, first of all, to 
determine how the exploitation of a given natural 
deposit corresponds to Russia’s long-term financial, 
social, raw materials, and other interests. This has to be 
done on the basis of a study of the current state of affairs 
in the market, taking into consideration the Russia’s 
changing requirements for a given type of raw material 
and their reserves. Secondly, to assess the geopolitical 
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aspect, taking into account the influence of the working 
of a specific deposit on the world production of any 
resource now and in the future. 


When these issues are decided, a group of deposits will 
be determined whose exploitation will not substantially 
affect Russia’s domestic and geopolitical interests. This 
group can be put up for auction. But in such a way that 
Russia set its own conditions, and the companies com- 
pete in offering the conditions most advantageous to us. 


The most decisive step must be taken in the sphere of 
foreign trade. The state monopoly on foreign trade in 
mineral raw materials must be restored legislatively for a 
minimum of 10 yeas. The need for this step can be 
explained by the fact that in the current situation only a 
state monopoly will permit the halting of what is essen- 
tially the contraband export of capital from the country 
on a scale that is at the very least humiliating for a great 
country. 


I think that our raw materials giants have to realize the 
complexity of the situation and reconcile themselves to the 
necessity for a state monopoly on foreign trade in raw 
materials. Otherwise, in the event of Russia’s loss of 
economic and political independence, these joint-stock 
companies, concerns, and so on will be transformed, in the 
best case, into branches of Shell, BHP, and others of that 
ilk. 


One of the main lines of use for this money, undoubt- 
edly, is conversion. Not “landslide” conversion, like 
now, but sensible conversion. A gradual decrease in the 
volume of equipment imported for the raw materials 
complex, to be compensated for by the production of it 
in enterprises of the military-industrial complex, will 
make it possible to decrease the share of mineral-raw 
material and fuel-energy components in the structure of 
Russian exports. 


The prerequisites for the development of a progressive 
structure for the RF economy will appear. State raw 
materials policy must become (and one would like to 
believe necessarily will become) the basis for real struc- 
tural perestroyka. 


Government Decree on Completing Boguchansk 
GES Construction 


Text of Decree 


944E0711A Moscow RABOCHAYA [RIBUNA 
in Russian 15 Apr 94 p 1 


[Text of Russian Federation Government Decree No. 
236 of 26 March 1994 “On the steps to complete 
construction of the Boguchansk GES ” signed by V. 
Chernomyrdin] 


[Text] In order to speed up completion of construction on 
the Boguchansk GES [State Electric Power Station] and 


FBIS-USR-94-042 
21 April 1994 


put the first two hydraulic turbogenerator units of this 
station into operation in 1997, the Russian Federation 
Government decrees: 


1. That the proposal by the Ministry of Economics, 
Ministry of Finance, Ministry of Fuel and Energy, and 
Ministry of Foreign Economic Relations of the Russian 
Federation, the Russian Power Engineering and Electri- 
fication Joint-Stock Company, and the administration of 
Krasnoyarsk Kray on completing construction of the 
Boguchansk GES with power transmission lines is 
approved. 


2. That the Russian Federation Ministry of Economics, 
the Russian Federation Ministry of Fuel and Energy, and 
the Russian Power Engineering and Electrification Joint- 
Stock Company, jointly with the Russian Federation 
Ministry of Finance, the Russian Federation Ministry of 
Foreign Economic Relations, and the administration of 
Krasnoyarsk Kray are to determine the volume of 
financing for the Boguchansk GES each year, bearing in 
mind the enlistment of funds from the federal budget, 
and funds from Krasnoyarsk Kray, power engineering 
and electrification joint-stock companies, and other 
enterprises and organizations, regardless of their form of 
ownership (in coordination with them), and special- 
purpose loans from Russian and foreign juridical enti- 
ties, as well as foreign exchange assets received from the 
exportation of commodities and being used to repay the 
credits from foreign juridical entities, stipulated by Para- 
graph 4 of this decree. 


3. That the Ministry of Fuel and Energy and Ministry of 
Finance of the Russian Federation and the Russian 
Power Engineering and Electrification Joint-Stock Com- 
pany are to take into account the expenditures to finance 
construction of the Boguchansk GES in forming an 
investment fund in conformity with Decree No. 513 of 
29 June 1993 issued by the Russian Federation Council 
of Ministers and Government. 


4. That the Russian Federation Ministry of Economics is 
to provide for the allocation of additional regional 
quotas to the administration of Krasnoyarsk Kray for the 
exportation of commodities produced in the kray’s ter- 
ritory for which quotas have been set before the two 
hydraulic turbogenerator units are commissioned in 
1997, so that the special-purpose foreign loans invested 
for construction of this station are repaid, and the 
Russian Federation Ministry of Foreign Economic Rela- 
tions is to ensure that the appropriate licenses are 
officially registered. 


The Russian Federation Ministry of Fuel and Energy 
and the Russian Federal Service on Currency and Export 
Control are charged with monitoring the special-purpose 
use of foreign exchange assets from exportation of the 
goods cited. 


5. In order to reinforce social protection of the people 
being resettled from the zone which has been flooded 
and partially submerged by the Boguchansk GES reser- 
voir and to provide incentive for labor collectives in 
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speeding up construction of this station, special checking 
auctions with a limited number of participants are 
authorized for the sale of up to 5 percent of the stock in 
the “BoguchanGESstroy” Joint-Stock Company to the 
population in this zone and employees of the enterprises 
and organizations taking part in building the GES in 
accordance with the list provided by the Krasnoyarsk 
Committee on State Property Management. 


The Russian Federation State Committee on the Admin- 
istration of State Property is to specify the procedure for 
conducting the auctions cited. 


6. That the Russian Federation Ministry of Foreign 
Economic Relations, jointly with the Ministry of Fuel 
and Energy and the Ministry of Economics of the Rus- 
sian Federation, the Russian Power Engineering and 
Electrification Joint-Stock Company, and the adminis- 
tration of Krasnoyarsk Kray, is to consider within a 
2-month period the question of including the 
Boguchansk GES construction project, with power trans- 
mission lines, in the World Bank loan program, as well as 
attracting loans from the European Bank for Reconstruc- 
tion and Development and the International Finance 
Corporation for this construction. 


[Signed] Chairman of the Russian Federation Government 
V. CHERNOMYRDIN 


Commentary 


944E0711B Moscow RABOCHAYA TRIBUNA 
in Russian 15 Apr 94 pp 1-2 


[Article by Anatoliy Yurkov: “A Commentary in This 
Connection’”’] 


[Text] There is no need to introduce the Boguchansk 
GES to RABOCHAYA TRIBUNA readers—this is the 
second year the newspaper has followed the progress of 
this Siberian construction project, and it tells readers 
regularly about how Siberian residents are faring. 


Yuriy Sakharnov, the general director of Boguchan- 
GESstroy, a friend of the newspaper and a writer for it, 
has traveled over half the world in search of loans: under 
the omnipotent duo in the former Russian Govern- 
ment—Ye. Gaydar and B. Fedorov—financing of the 
country’s only power generation project of this size 
practically came to an end. We should have had the 
courage, persistence, and wisdom of the builder-patriot, 
who has new power generation construction projects in 
Uzbekistan and Siberia—in “that” life they were called 
All-Union shock projects—behind him; we should not 
despair, give up our life as a hopeless task and sell our 
professional talent to the nouveaux riches who are rap- 
idly surrounding the capital with a “belt of miullion- 
aires’—cottages and villas. In our opinion, these are 
palaces and country estates for the wealthy, who have 
become rich by completely doing away with social pro- 
tection for the people. 


RUSSIA 73 


Sakharnov found understanding in RABOCHAYA TRI- 
BUNA. The newspaper reported on the situation at the 
construction site, it told about the collective which did 
not receive wages for months but did not abandon the 
work that was begun, and it told about the monetarist 
ministers who wanted to force Russia to live from day to 
day—to abandon the mines, the plants, the factories, and 
the construction sites... Then Arkadiy Volskiy and the 
entire Union of Industrialists and Entrepreneurs heard 
Sakharnov. Sensible heads also were found in the Rus- 
sian Federation Government, and they understood and 
realized that Russia has been and continues to be held 
together by the might of three complexes—the military- 
industrial, fuel and energy, and machinebuilding com- 
plexes. One of them—the machinebuilding complex— 
has been lost, we believe. Since it is already being shifted, 
the VPK [military-industrial complex] has been cas- 
trated. And it is a fact that Russia is now living by the 
grace of the fuel and energy complex, obtaining not only 
energy resources, but foreign exchange from it as well. 
And Viktor Chernomyrdin is being openly defamed for 
his traditional sympathy for this, by the way. 


After becoming familiar with BoguchanGESstroy oper- 
ations at the site, Vice Premier A. Shokhin came to the 
unequivocal conclusion thast construction of the power 
station cannot be discontinued if we have a responsible 
attitude toward maintaining and building up the coun- 
try’s power generation potential. Yu. Safranik, the min- 
ister in charge of the fuel and energy complex, held a 
similar position. 


It would appear that everyone is for it, but who is 
opposed to it? But month after month went by, and the 
prepared and approved drafts were not turned into 
actual documents. The all-powerful bureaucratic guar- 
antee impeded execution of the directives from higher 
authorities and political intrigues overcame the common 
sense and economic strategy of the complex. The first 
vice premier should have had the character of Oleg 
Soskovets so as not to allow the document to be lost in 
the stratagems of intrigues and irresponsibility and to 
give hope not simply to the many thousands in the labor 
collective building the power station, but the entire 
energy complex; even during an economic emergency, 
the country cannot help but work toward tomorrow. For 
the loss of prospects means the loss of a future. 


In a recent meeting at the RABOCHAYA TRIBUNA 
editorial office, Yu. Sakharnov was sitting at the same 
table with Vladislav Fronin, the chief editor of KOMSO- 
MOLSKAYA PRAVDA, who had gotten his start in it as 
a literary staffer in the working youth department. 
Speaking in a humorous vein, he said it would be good to 
declare the Boguchansk GES an All-Union Komsomol 
shock project, then all the problems would be resolved. 
Well, that is bad luck—there is no more All-Union. Or 
Komsomol, either. 


Unfortunately, many things that we are grieving about do 
not exist now. In seizing life from payday to payday, we 
have borrowed life. But after all, sooner or later the debt 








14 RUSSIA 


must be paid. Reproduction of our national heritage 
cannot be replaced by clearance sales. You cannot com- 
pensate for professional experience in building hydroelec- 
tric stations with the resources of a huge country by 
ultraradical incantations. In the final analysis, we are not 
stupid enough to reject what the entire enlightened world 
envied us, the Soviet people, for. 


RABOCHAYA TRIBUNA had already been criticized 
in this connection by sinister democratic newspapers 
when it began saying in the spring of 1992 that former 
fraternal republics in the former Soviet Union should 
not erect customhouses and cordon off their borders, but 
restore the ties that were broken, and reinforce, not 
destroy (!) the unified “‘fields’—the information, 
market, legal, financial, and other fields. And the ties of 
relationship should not be forgotten in the process. Not 
of leaders with leaders, but between our brides and 
“their’’ grooms. And vice versa. In short, we should not 
be scattering now, but running together. 


In an interview with RABOCHAYA TRIBUNA at that 
time, Nursultan Nazarbayev first advanced the idea 
which is reflected today in the formula for a Eurasian 
Union. 


So the idea advanced at the RABOCHAYA TRIBUNA 
table by Vladislav Fronin and seized upon by Yuriy 
Sakharnov, the builder of All-Union shock projects, 
impelled us to relive the past—to organize peripheral 
public supervision of the government’s decree on the 
Boguchansk GES. It produced a satisfactory effect at one 
time. Is it suitable under the current conditions? Will it 
help the labor collective of hydroelectric station 
builders? 


Yuriy Sakhanov is confident that it will help. 


RABOCHAYA TRIBUNA, as a partner of long standing 
with Krasnoyarsk residents, is taking implementation of 
this government decree under public supervision. The 
newspaper will be informing the Russian public regularly 
how the construction is progressing, who is helping the 
Boguchan workers and how, who is impeding fulfillment 
of orders for construction of the Russian state’s power 
generation facility, and how and why they are doing it. We 
will be naming those who contribute to the increase in 
power generation potential in Siberia and the country, and 
we will also name those who put spokes in the wheels of 
the Angara construction project. 


So a start has been made. Everyone who has helped to 
bring about this decree through the responsibility of his 
service or simply through his duty as a citizen cannot be 
enumerated. But certain persons “behind the scenes” 
should be mentioned: 


A. Volskiy, president of the Russian Union of Industti- 
alists and Entrepreneurs [RSPP], and his new deputy, 
RSPP Vice-President B. Kurakin; A. Dyakov, president 
of the RAO [Russian Joint-Stock Company] “YeES 
Rossii”; V. Zyryakov, assistant to the first deputy 
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chairman of the Russian Federation Council of Minis- 
ters and Government; Yu. Mikhaylov, a government 
adviser; V. Zubov, governor of Krasnoyarsk Kray; and 
Yu. Korsun, the deputy minister of fuel and energy. Of 
course, in first place we ought to name all the builders of 
the Boguchansk GES, as well as those who did not 
believe that the specialty of destroyer is valued more 
highly in Russia than a builder. Most likely not only this 
truth, but economic feasibility and political realism, 
have helped all those participating in this to join hands 
and form a circle of civil and patriotic harmony to rescue 
the work essential to everyone. 


It is possible that some may be irritated by lines in my 
commentary: they may say the chief editor is singing like 
a nightingale, but where is the spring? Listing the names 
of lobbyists for a new Siberian construction project, for 


what purpose? 
Why, in fact? 


I honestly admit—without any purpose or malicious 
intent. It is simply pleasant to realize that there are 
persons in Russia who fight to the bitter end to prevent 
what we have built with our hands, the work of our life, 
from being destroyed. And it is pleasant to help them. If 
only in words. 


And this is why I listed the names—there is a clear 
discrepancy here. Judge for yourselves. We journalists try 
for weeks and months to “extract” the surnames of those 
involved in bad dealings. And the more such names we 
have to our credit, the better our statement of service, it is 
believed. Perhaps it is better... It is as if we have forgotten 
how to say a kind word, as if it has fallen into disuse in our 
vocabulary and become unnecessary in our contacts with 
the public. 


This is not true—it is more necessary today than under 
communism. 


My words are not an indulgence for the remission of sins. 
Tomorrow we may present claims against O. Soskovets 
and V. Kurakin, and I hope they will understand this is 
how RABOCHAYA TRIBUNA operates. 


Today, I hope they will understand this: we want the 
Russian people to turn to them when there are promising 
operations—they will help. Tell me, what is bad about 
this? If there are persons at all levels in Russia that can 
be depended upon today. 


There is no more powerful means of strengthening 
authority, especially democratic authority, than the eco- 
nomic might of the state and social protection for its 
citizens. And any government, if it wants to be demo- 
cratic and strong, will not give preference to destructive 
instead of constructive trends. It is awkward even to say 
this—it is a common truth for all times and peoples. 


We remain to be convinced by a specific example: 
whether our executive authority is strong enough to 
realize a creative project. And there is no need to smile at 
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a certain degree of extra passion in my commentary— 
yes, one swallow dos not make a spring. Especially as the 
decree is still not the GES. 


This is the situation. And we are making a fuss because 
of this. 


Gosatomnadzor Order Confirming Statute 


944E0656B Moscow ROSSIYSKIYE VESTI in Russian 
29 Mar 94 p 5 


[Order of 3 March 1994 confirming Statute on Civilian 
Nuclear Power Plant Construction] 


[Text] 
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Order 
Moscow, 9 March 1994, No 26 


Approval of the Statute on the Procedure for Issuing 
Provisional Permits from Russian Gosatomnadzor for 
Construction of Nuclear Power Plant Units for Civilian 
Purposes 


I order: 


That the attached guideline document, “Statute on the 
Procedure for Issuing Provisional Permits from Russian 
Gosatomnadzor for Construction of Nuclear Power 
Plant Units for Civilian Purposes (RD-04-07-94) be 
approved. 


[Signed] A.T. Gutsalov, first deputy chairman of Rus- 
sian Gosatomnadzor 
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